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Our information concerning the nature of agricultural adjustments in 
the Southwest* comes from two major sources: The federal Census and 
special research studies. The first supplies us with information con- 
cerning conditions existing at a given point in time. By comparing 
conditions at one specified time with those existing at prior or subse- 
quent periods it is possible to gain some understanding of what may 
be called underlying or long-time trends. Fundamentally, these trends 
represent changes in the relationships of people, in the activities of 
their daily living, in the institutional controls by which their activities 
are governed, and in the attitudes and values which give them mean- 
ing. For a deeper insight into these basic changes we must depend 
largely on intensive local studies rather than on the statistical manipu- 
lation of Census returns. 

Notwithstanding its limitations the Census provides a variety of 
rough indexes of the changes that are taking place. These indexes 
may, to some extent, be interpreted in terms of their deeper social 
meaning. They may also serve to indicate some of the areas where 
research of a more intensive character is needed. 

In the present paper four such general indexes of particular socio- 
logical significance have been selected for special attention. These 

* Adapted from a paper presented at the meeting of Section “K” of the American 
Association for the Advancement of Science in Dallas, Texas, December 29, 1941. 


1 The term Southwest as used throughout this paper refers to the West South Central 
States (Arkansas, Louisiana, Oklahoma and Texas) as defined by the Bureau of the Census. 


VoL. XXII No. 4 


274 THE SOUTHWESTERN SOCIAL SCIENCE QUARTERLY [ VOL. XXII 


are: (1) Population, (2) Land tenure, (3) Technology, and (4) 
Level of living. ‘ 


POPULATION 


A change of major importance in the Southwest as in the rest of the 
Nation is the declining proportion of the population engaged directly 
in agriculture and the corresponding increase in the proportion in in- 
dustrial occupations or unemployed. In 1920, 51 per cent of the 
total population of the four-state region resided on farms; the corres- 
ponding figure for 1930 was 44 per cent and for 1940, 39 per cent. 
In the Nation as a whole this declining percentage has not been ac- 
companied by a corresponding reduction in actual numbers of persons 
living on farms. In fact the rural farm population of the United 
States has decreased only slightly during the past 20 years. How- 
ever, in each of the four states in this area, except Louisiana, the 
decade 1930-1940 witnessed a reduction in numbers of the farm popu- 
lation amounting to nearly 257,000 or about 5 per cent. The re- 
duction was most pronounced in Oklahoma and Texas and was chiefly 
owing to the extensive movement of farm families from the semi- 
arid counties in the western portions of those states. This loss of 
farm population is in accord with statements of agricultural planning 
groups in this and other areas to the effect that desirable adjustments 
require a reduction in the number of people living on the land. In 
the opinion of many the High Plains area is able to support its present 
reduced population at a decent standard of living, but there is as yet 
no guarantee that the conditions of an earlier period will not reappear. 
In any case, there is little evidence that the problem of surplus farm 
population is being solved in other portions of the four-state region 
in the same way that it is said to have been solved in the High Plains. 

The basis of the problem is the high birth rate of the farm popula- 
tion in comparison with that of non-farm areas. For example, a 
preliminary Census release for 1940 shows a net reproduction rate of 
78 for the urban, 114 for the rural non-farm, and 146 for the rural 
farm population of the four states. Since a rate of 100 will maintain 
a stationary population, the disproportionate contribution of the rural 
farm areas can be readily appreciated. However, the 1940 figure for 
the rural farm population is 13 points under that for 1930. This 
compares with only an eight point drop for the urban population 
and suggests that the present wide differences in fertility between rural 
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and urban areas may be diminished in the future. While such differ- 
ences persist it is only through extensive migration from the farm that 
the pressure of population upon agricultural resources is prevented 
from being many times greater than it actually is. Taeuber has esti- 
mated? that if there were no migration from farms the farm population 
for the country as a whole would increase from 350,000 to 400,000 
persons per year, this being the approximate annual excess of births 
over deaths for the farm population. Two-thirds of this natural in- 
crease is in the South, but only half the farm families are located in 
this section. 

For the United States as a whole, the movement away from farms 
reached its peak during the period 1922-1926. After 1926 it slowed 
down until 1932, when there was an actual net back-to-the-land move- 
ment. By 1934 the tide had again turned to the city and it has moved 
in that direction ever since, though at no time reaching the high point 
of 1926. It is still too early to assess the full effects of the current in- 
dustrial expansion incident to the war, but there is no doubt that it has 
greatly accelerated the farm-to-city movement. 

Turning again to the Southwest it is estimated on the basis of 
Taeuber’s figures that from 1920-1930 there was a net loss due to 
migration of more than 1,057,000 persons from the farms of Arkansas, 
Louisiana, Oklahoma and Texas. ‘Texas, with 513,000, accounted for 
nearly one-half of the total. For the other states the figures were: 
Arkansas, 228,000; Oklahoma, 199,000 and Louisiana, 117,000. These 
four states together accounted for approximately 18 per cent of the 
total for the United States. 

Preliminary estimates for the period 1930-1940 indicate a consider- 
able reduction in the total net migration from farms of the four 
states in comparison with the previous decade although there appears 
to have been some increase in the migration of Negroes. 

It should be remarked, in passing, that decennial figures frequently 
obscure significant shifts within the ten-year period. For example, 
the 1935 Census of Agriculture shows that the number of farms in 
Oklahoma increased by approximately 5 per cent from 1930-1935 
but declined nearly 16 per cent from 1935-1940. 

Other population factors, such as changing age and racial composi- 


2 Conrad Taeuber, “Statement of Farm Population Trends.” Paper presented before the 
Senate Committee on Education and Labor, Washington, D. C., May 16, 1940. 
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tion, have a bearing on the problem of agricultural adjustments, but 
space will not permit their discussion here. 


‘TECHNOLOGICAL CHANGE 


Closely related to the problem of migration and surplus farm popu- 
lation is the onward march of technology on the farm. This has 
many aspects, only a few of which can be mentioned here. One of the 
most striking indexes of technological change is the increasing use 
of the farm tractor. Preliminary figures from the 1940 Census indi- 
cate that more than a million and a half tractors were in use on farms 
in the United States in 1940. This was over 600,000 more than the 
number reported in 1930. 

During the period 1920-1940 the percentage of farms in the U. S. 
reporting tractors increased from less than 4 to 23. For the four 
states in the West South Central Division the increase was from nearly 
2 per cent to 17. The largest increases during this period occurred 
in Texas and Oklahoma and the smallest in Arkansas and Louisiana. 
By 1940 more than 1 farm in 5 in Texas and Oklahoma reported a 
tractor, while for Arkansas and Louisiana the figure was less than 1 
farm in 20. The increases in Texas and Oklahoma were doubtless re- 
lated in some measure to the decline in number of sharecropper farms. 

Although mechanization in the southern states has been slow in 
comparison with other areas, such as the Midwest and North Central 
regions, certain portions of the four states comprising the West South 
Central Division experienced an exceptionally rapid increase in the 
number of tractors from 1930-1940. This was especially true in the 
delta portions of Arkansas and in the wheat and western cotton areas 
of Texas and Oklahoma. The Department of Agriculture publication, 
Technology on the Farm, predicts that during the next decade the num- 
ber of tractors in the South Central States will increase more rapidly 
than in any other region.® 

The percentage of farms having automobiles and trucks may be 
taken as another indication of increasing mechanization. 

For the United States as a whole, the percentage of farms having 
automobiles increased rapidly from 1920-1930 (from 31 to 58 pet 
cent) but the figure for 1940 showed practically no change. In each 

8 Technology on the Farm, A Special Report by an Inter-Bureau Committee and the 


Bureau of Agricultural Economics of the U. S. Dept. of Agri., U. S. Govt. Printing 
Office, Aug. 1940, p. 12. 
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of the four states in the West Central Division the percentage of 
farms having automobiles increased from 1920-1930 much more than 
for the nation as a whole, the combined figure for the four states being 
17 for 1920 and 46 for 1930. 

From 1930-1940, however, Texas was the only one of the four 
states showing an increase in the percentage of farms with an automo- 
bile. The gain for Texas was slight (from 57 to 60 per cent); the 
figure for Oklahoma remained approximately the same (57 per cent) ; 
while Arkansas and Louisiana both registered a decline (from approx- 
imately 26 per cent in 1930 to 21 per cent in 1940). 

Unlike the figure for automobiles, the percentage of farms having 
a motor truck showed an increase at both of the decennial Census 
periods since 1920. ‘This was true both for the United States and for 
each of the four states in the West South Central Division. For the 
United States the gain was from 2 per cent in 1920 to more than 15 per 
cent in 1940. For the four-state division the corresponding gain was 
from less than 1 per cent in 1920 to nearly 13 per cent in 1940. Of 
the four states, Oklahoma had the largest percentage of farms with 
a motor truck in 1940 (15 per cent) and Arkansas the smallest (9 per 
cent). 

Closely associated with the increased use of farm tractors, trucks 
and automobiles has been the spectacular decline in number of horses 
and mules. It is estimated that in round numbers the decline for 
the United States has been from twenty-five million in 1920 to nine- 
teen million in 1930 and fourteen million in 1940. This represents a 
decline for the 20-year period of nearly 45 per cent. For the four states 
in the West Central Division the decline for the corresponding period 
was considerably less, being only 37 per cent. Of the four states, Okla- 
homa experienced the most spectacular reduction in the workstock 
population, with a decline of 54 per cent, or nearly 10 points above the 
national average. 

Other phenomena that appear to be related to increasing mechan- 
ization are recent changes in number and size of farms. For the 
United States the average size of farm increased from 153 acres in 1920 
to 157 in 1930 and 174 in 1940. Corresponding figures for the four 
states in this Census division show a decline from 1920-1930, followed 
by a rather sharp increase from 1930-1940. The figures are 174 acres 
in 1920, 167 in 1930, and 208 in 1940. ‘Trends in the four states were 


278 THE SOUTHWESTERN SOCIAL SCIENCE QUARTERLY [VOL. XXII 


not uniform, however. In each of the four states except Louisiana the 
average size of farm in 1940 was considerably greater than in 1920. 
The figure for Oklahoma was about the same in 1930 as in 1920 (166 
acres) but increased by 28 acres from 1930-1940. That for Texas de- 
clined by 10 acres from 1920 to 1930 but increased by 77 acres during 
the following decade. 

As would be expected, the number of farms, both for the United 
States and for the four states, has decreased as the average farm size 
has increased. According to the 1940 Census the 13 per cent decline 
in number of farms in the West South Central Division from 1930-1940 
was greater than the reduction in any other area in the Nation. As 
Smith has indicated, the interpretation of such figures for the South 
should take into consideration the recent large reduction in number of 
farms operated by sharecroppers.* 

Recent technological changes in agriculture are by no means limited 
to the increased use of farm tractors, trucks or automobiles. They 
include also new tillage and harvesting implements, fertilizer distri- 
buting machines, rura! electrification, various soil conservation practices, 
increased production from new and improved varieties of crops, im- 
provements in the productive efficiency of livestock and improvements 
in farm-to-market roads. Recent laboratory research, such as that in 
the field of plastics or synthetic textile fibres, suggests that other de- 
velopments of great significance for agriculture may be expected in 
the future. | 

It is impossible to assess the full effects of all of these technological 
changes on the agricultural life of the nation or even of any one 
area or state. We shall probably have to depend on intensive local 
studies for a better understanding of their full sociological implica- 
tions. 


LAND TENURE 


Tenure is usually defined in terms of the nature of the relation be- 
tween man and the land. To the sociologist the most significant thing 
is not the character of the relation to the land, as such, but rather 
it effects upon the relationships of people. 

Since 1920 changes in the proportion of tenancy in the four states 
in the West South Central Division have followed a general trend 


*T. Lynn Smith, “The Significance of Reported Trends in Louisiana Agriculture,” 
Southwestern Social Science Quarterly, Vol. XXII, December 1941, pp. 233-241. 
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similar to that for the Nation. In the United States and in the four 
states there was an increase in tenancy from1920-1930 followed by a 
decline during the next decade to a point almost identical with the 
figure for 1920. However, for each Census period the proportion of 
tenancy in each of the four states has been considerably above the 
national average. The figure for 1940 was 38 per cent for the United 
States, 59 for Louisiana, 54 for Oklahoma, 53 for Arkansas and 49 
for Texas. 

There is little doubt that such general figures conceal some signifi- 
cant shifts that are taking place in tenute groups and their relation- 
ships to each other. In each of the four states the percentage of 
croppers declined during the last decade much more than was the case 
with other tenure classes. In 1930 croppers comprised nearly 37 per 
cent of all tenants in the area, but in 1940 they cromprised only 26 per 
cent of all tenants. The decline in proportion of croppers was most 
pronounced in Oklahoma. In 1930 this group composed nearly 17 
per cent of all tenants in the State, but by 1940 the figure had fallen 
to slightly over 5 per cent. 

Insofar as a reduction in the number of sharecroppers or other ten- 
ants represents an improvement in their tenure status it will generally 
be regarded as a highly desirable phenomenon. There is reason to be- 
lieve that this has been true only in a very limited degree. Thus, while 
the number of sharecroppers in the four states declined from 1930- 
1940 by nearly 119,000 and the number of other tenants by 62,000, 
the number of full and part owners increased by only 42,000. As- 
suming that all of these new owners were recruited from the ranks 
of sharecroppers or other tenants (which is improbable) there re- 
main 139,000 who cannot thus be accounted for. The conclusion 
seems warranted that most of this group either became wage laborers 
or joined the stream of migrants away from the farms of the four 
states. Some of course, may have died or become unemployed dur- 
ing the ten-year period. 

Relatively little Census information on farm labor was secured prior 
to 1940 and very little from the 1940 enumeration is yet available. 
There is evidence from other sources, however, that in recent years 
a considerable number of renters and sharecroppers have been reduced 


5 John F. Timmons, “Tenure Status of Farm People, 1940,” Land Policy Review, Vol. 
IV, No. 8. August 1941, pp. 29-35. 
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to the status of wage laborers. For example, a recent study by the 
Arkansas Experiment Station found that from 1935 to 1938 the num- 
ber of renters and croppers in three Delta counties of the State de- 
creased by 17 per cent while the number of wage laborers increased 
proportionately. In three counties in the Coastal Plains area, renters 
and croppers decreased only 9 per cent while the number of wage 
laborers doubled.* These shifts are probably a result of several causes 
but are no doubt associated in some degree with increased mechaniza- 
tion and reduced cotton acreage. Since the impacts of the war have 
begun to make themselves felt there is evidence that what was previous- 
ly a farm labor surplus is being rapidly transformed into a relative 
shortage. This recent development may cause a reversal of the share- 
cropper to wage laborer trend mentioned above because of the efforts 
of plantation owners to assure themselves of an adequate supply of 
labor during the emergency. 

Some indication of length and security of tenure, as distinguished 
from tenure status, can be derived from Census data pertaining to 
number of years the operator has lived on the same farm. These data 
seem to show a considerable increase in stability of the farm population 
of the four states from 1930 to 1940. In 1930, for example, only 25 
per cent of the farm operators in these states had lived on the farm 
then occupied for 10 years or more. By 1940, the proportion of 
operators in this category had risen to 35 per cent. In 1930, 61 per 
cent reported having occupied the same farm for less than 5 years; 
by 1940 this percentage had fallen to 48. For the United States the 
corresponding 1940 figure was only 38 per cent, indicating that the 
farmers of the Southwest are still considerably more mobile than those 
in the rest of the Nation. 

Turnover in ownership by various methods increased somewhat in 
frequency from 1930-1939 both in the Nation as a whole and in the 
four-state region. For the region, only 53 out of every 1,000 farms 
changed ownership during 1930. This number increased to a maximum 
of 88 in 1933 but had declined to around 60 by 1939." 


LEVEL OF LIVING 
It may be said that all of the changes discussed up to this point 
are chiefly significant as they affect the level of living of farm families. 


®J. G. McNeely and Glen T. Barton, Land Tenure in Arkansas, Il. Change in Labor 
Organization on Cotton Farms. Ark. Agr. Exp. Sta. Bul. 397, June 1940. 
1 Agricultural Statistics, U. S. Dept. of Agri. 1940, p. 586. 
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This is particularly true if we include psychological as well as material 
factors in the concept level of living. The “good life” for farm 
and city residents alike consists fundamentally in the satisfactions de- 
rived from daily experiences. Some of these satisfactions accompany 
the use or consumption of material goods such as automobiles, food, 

or home conveniences; others result from social contacts with family or 
friends, or from active participation in the affairs of the community. 

Assurance of these satisfactions and the feeling of security that ac- 
companies them has come to depend in increasing degree upon an 
adequate money income. In a money economy practically everything 
has a dollar value and without the necessary dollars the good life 
cannot be achieved. To the extent that this is true it is possible to 
measure level of living in terms of money income or material posses- 
sions having monetary value. 

Even if we accept this possibility, however, it is actually very difficult 
to generalize concerning the trends in level of living of farm families 
during the past twenty years. One reason is that the various changes 
in population, technology and tenure arrangements discussed above 
have affected different segments of the farm population in different 
ways. It is no longer possible to regard the farmers of the United 
States as a homogeneous group. We have frequently of late heard 
the distinction made between “big business” and “little business” ana 
between “capital” and “labor.” As farmers have become more and 
more involved in the meshes of an interdependent commercial economy, 
similar distinctions have become appropriate in the field of agricultural 
production. Just as certain industrial trends are said to be having 
different effects on little business as compared to big business so some 
of the current trends in agriculture may have contrasting effects on 
different segments of the agricultural population. 

On the basis of current reports, the level of living of farmers in the 
United States appears to have improved greatly in recent years. A 
U. S. Department of Agriculture release under date of December 1, 
1941, states, “Farmers are bringing to a close their best year since 1929 
with production, prices, and income at high levels.’’* 

Before allowing ourselves to become complaisant over recent im- 
provements, however, it is well to recall the large regional variations 
that exist and the differential effects of returning prosperity on the 


8 Daily Digest, U. S. Dept. of Agri. 
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various segments of the farm population mentioned above. On any 
map or chart showing farm income or other index of level of living 
the Southern States are invariably at the bottom of the scale. Also any 
kind of a computation of level of living by tenure in this area would 
show wide variations among owners, renters, sharecroppers and 
laborers. 

With these considerations in mind a few readily available indexes 
of level of living may be briefly considered. 

Recent improvements in farm income have already been mentioned. 
Farm income data that will be uniform and comparable for all areas 
are difficult to compute. Gross cash income is perhaps the most readily 
available general index of this basic factor in family living. Such data 
as are available indicate that the average gross cash income per farm 
has increased since 1935 but is still considerably under the figure for 
1925. For the United States the average was estimated to be $1,891 
per farm in 1925, $1,494 in 1930, $1,248 in 1935 and somewhat more 
than $1,300 in 1940. For the four southwestern states the correspond- 
ing figures were $1,580 in 1925, $882 in 1930, $925 in 1935 and above 
$1,094 in 1940.° 

Value of farms and proportion of owned farms that are mortgaged 
may be assumed to represent other general measures of agricultural 
well being. The 1940 Farm Census indicates an upward turn in the 
value of farm lands and buildings in the United States as compared with 
1935. ‘The figure is still 30 per cent under that for 1930 and nearly 50 
per cent under 1920. The fact that this decrease may have been due 
in part to a desirable reduction of inflated land values does not lessen 
its disastrous influence on farm purchasing power and level of living. 
The states in the West South Central Division experienced much less 
fluctuation in the value of farm land and buildings than was the case 
in the United States as a whole. The 1940 figure for the four states 
was approximately 27 per cent under that for 1930 and 33 per cent 
under that for 1920. Of the four states, Oklahoma approached most 
closely to the national trend. Texas is the only one of the group for 
which the average figure for 1940 was greater than that for 1920. 

Percentage of owned farms mortgaged declined for each of the 
four states except Louisiana from 1920-1940. All but Oklahoma had 

® Computed from data contained in The Agricultural Yearbook, 1930 and 1932 and 


from Agricultural Statistics for 1937 and 1940. Computations for 1940 were based on in- 
come figures for 1939 and for this reason are probably too low. 


I 
. 


No. 4} CHANGES IN SOUTHWESTERN AGRICULTURE 283 


a higher percentage mortgaged in 1930 than was the case 10 years 
earlier. The figure for the four states combined was slightly under 
34 per cent mortgaged in 1920, 38 per cent in 1930 and 32 per cent in 
1940. For the United States the corresponding percentages were 54, 40 
and 39. Notwithstanding this improvement, a recent article in the 
Land Policy Review states that, “Almost 1,750,000 mortgaged farm 
businesses failed in the last decade, and if tenant farm business failures 
were added, the figure would probably be well over 2,000,000. Thus in 
the past 10 years nearly one-third of all the farms in the United States 
failed . . 

Rural electrification is bringing electric lights and power to in- 
creasing numbers of farm homes in the four southwestern states al- 
though the percentages in this area are still far below that for the 
Nation. Of the 6 million farms in the United States in 1941 it is 
estimated that approximately one-third have been electrified. The 
percentage of all farms electrified is more than three times the figure 
for 1935, which was the year in which REA was established. For the 
four states combined the percentage of farms with electric lights in- 
creased from 2 per cent in 1920 to 17 per cent in 1940. Texas, with 
22 per cent of its farm homes electrically lighted, led the group of 
four states in 1940, followed by Oklahoma with 16 per cent, and 
Louisiana and Arkansas with around 11 per cent each. Although the 
trend during the past decade has been sharply upward, the possibilities 
of further expansion in this field are obviously very great. 

The proportion of farm homes with telephones has declined, both 
in the United States and in the four-state region, at each of the decen- 
nial Census periods since 1920. In that year approximately 39 per cent 
of the farm homes of the Nation had a telephone. This figure dropped 
to 34 in 1930 and to 25 in 1940. For the four states the 1920 per- 
centage was 27 but the decline during the next two Census periods was 
relatively much greater than for the United States, dropping to 17 per 
cent in 1930 and to 11 per cent in 1940. Of the four states, Oklahoma 
had the highest percentage of farm homes reporting a telephone in 1940 
(18 per cent) and Louisiana the lowest (3 per cent). 

Space will not permit the extended discussion of additional indexes 
of changes in the level of farm family living. One extremely im- 


10 Walter M. Rudolph, “A Report on Interstate Migration,” Land Policy Review, Vol. 
IV, June 1941, pp. 24-25. 
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portant factor which should be mentioned is the matter of health and 
the medical facilities available to farm families. There is evidence 
that a disproportionate amount of recent gain in the field of public 
health has gone to urban areas. In many rural sections of these four 
states the country doctor has become almost extinct. Wilson and 
Metzlet’s study in an Arkansas Ozark county showed only six physicians 
in the entire county, or one for every 2,222 persons. There were no 
dentists, hospitals or public health nurses in the county." This lack of 
local medical facilities in rural areas has been only partially com- 
pensated for by improvements in transportation and communication, 
since many low-income families are unable to take advantage of these 
improvements. 

Notwithstanding certain negative evidence, as in the case of farm 
telephones and rural health facilities, there seems little doubt that for 
the farm population as a whole recent years have brought an improve- 
ment in level of living as measured by such factors as income, value 
of real estate or possession of material conveniences. Even though 
the /evel of living may not have been raised for many farm families, 
what may be called the content of living has certainly been changed. 

This is suggested in the following quotation from the Department 
of Agriculture publication, Technology on the Farm: 

“Tt cannot be assumed, however, that all these changes are positive 
signs of improvement in the rural ways of life. All change is more 
or less disturbing and the rapidity with which science and technology 
have entered agriculture has introduced instability and even frustra- 
tion to some extent. Commercialization of rural life in terms of both 
buying and selling has added costs which have placed financial strains 
on many farm families and introduced a degree of both economic and 
social instability. Wider social contacts through newspapers, tele- 
phones, radios, and use of the automobile are guaranteed only by the 
expenditure of considerable funds.” 


INSTRUMENTS OF ADJUSTMENT 


The objective in the foregoing pages has been to sketch a few 
of the recent changes of major sociological significance which have 
occurred in the agriculture of the United States and the four states in 
the southwestern region. 

11 Isabella C. Wilson and Wm. H. Metzler, Sickness and Medical Care in an Ozark 


Area in Arkansas, Ark. Expt. Sta. Bul. No. 353, Fayetteville, Arkansas, Apr. 1938, p. 10. 
12 Op. cit., p. 71. 
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In this concluding section brief attention will be given to the question 
of the extent to which these and other changes can be brought under 
some degree of rational control and the means available for this pur- 
pose. That some measure of control is possible few would deny. 
Some controls have, in fact, already been applied, with varying degrees 
of success. Those having to do with the more strictly physical as- 
pects of adjustment, such as soil conservation, or practices designed to 
regulate agricultural production appear to have been most successful. 
The programs of the Agricultural Adjustment Administration and Soil 
Conservation Service belong in this category. So also, for the most 
part, does the work of the Extension Service. 

Less susceptible of rational control are some of the more strictly 
human adjustments, involving such things as tenure relationships, dis- 
tribution of income and level of living. Most difficult of all perhaps 
are the population factors although even here certain phases, such as 
migration, have to some extent been directed into desired channels. 

Assuming that at least a degree of rational direction of some or 
all of these trends of change is possible, the questions arise as to who is 
to exercise the controls and for whose benefit they are to be invoked. 
Are they to be primarily for the benefit of landowners, renters or 
croppers? Whites or Negroes? Large farmers or small farmers? Cot- 
ton farmers or wheat farmers? Residents of poor land or of good 
land? 

It must be admitted that, whether by accident or design, legislative 
attempts at control have frequently resulted in greater benefit to one 
group than to another. All too often it has been a matter of giving 
to those who have and taking away from those who have not. If we 
are to preserve the democratic heritage for which we are now fighting 
it is essential that we make secure that equality of opportunity which 
is the very essence of the democratic tradition. We must maintain 
the “open door” at home as well as in the field of international rela- 
tions. 

One of the most promising of the instruments of control which 
have been developed in recent years, and one that is closely in harmony 
with democratic traditions, is the agricultural planning program spon- 
sored by the United States Department of Agriculture in cooperation 
with state colleges and local farm men and women. Under this pro- 
gram, planning committees made up of representative farmers and 
representatives of various agricultural agencies have been organized 


286 THE SOUTHWESTERN SOCIAL SCIENCE QUARTERLY {[ VOL. XXII 


in 47 states and some 1,900 counties. The function of these committees, 
as they are coming to be defined in practice, are as follows: 

1. To determine, through discussion and cooperative agreement, the 
types of adjustments which it is desired to encourage in the 
area. 

2.To determine, in the light of these desired goals, the major 
problems which should be given attention. 

3. To employ such acceptable methods as are available to attain 
the goals which have been agreed upon. 

While it must be admitted that this planning program as it has 
operated to date has many shortcomings, it must also be admitted that 
its achievements are remarkable and its potentialities for the future very 
great. Through this means, the local face-to-face group, the free dis- 
cussion of common problems and cooperative efforts in their solution, 
have an opportunity to grow and flourish. At the same time, machinery 
is provided for integrating these local activities with over-all pro- 
grams on the state, regional and national levels. 

This planning machinery can be of very great value in the inevitable 
period of readjustment which will follow the present war. Already 
through this mechanism consideration is being given to the problems of 
the post-war world in an effort to avoid some of the more serious 
agricultural dislocations which followed World War I. 

A final not of warning is perhaps in place in this connection. The 
adjustments necessary to a prosperous rural life following the war 
cannot all be made by agriculture alone, in the Southwest or any other 
region. We know that the problems of agriculture during the de- 
pression years were greatly augmented by the failure of industry to 
absorb its normal quota of the surplus farm population as well as by 
the curtailment of consumer purchasing power due to industrial un- 
employment. The agricultural plant of the Nation is always in con- 
tinuous operation, in war or peace, in good times or bad. Farmers 
have never failed in their fundamental obligation to provide food and 
fibre for the American people. Intelligent planning on a national 
scale requires that ways be found to insure similar full and continuous 
operation of the Nation's industrial plant. 
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Prince Lichnowsky’s Mission to London 


Epwarp F. WILLIS 
Oklahoma Agricultural and Mechanical College 


I 


The mission of Prince Lichnowsky to London, 1912-1914, was one of 
many attempts in pre-war Europe to improve the relations between 
Germany and England. During the Agadir Crisis, Lloyd George had 
flung his electrifying challenge at Germany in his Mansion House 
Speech on July 21, 1911.1. War seemed imminent. Sir Edward Grey, 
the British foreign minister, warned the admiralty to be ready for action 
in the event of a German attack. But Germany, faced by the solid 
opposition of the Triple Entente, backed down from her exorbitant de- 
mands for compensation and became more reasonable. Gradually the 
tension abated; and responsible statesmen in England and Germany 
decided to try once again to work out the major differences between 
them and, if possible, reach an amicable understanding.’ 

Perhaps the most ominous consequence of the Agadir Crisis was a 
tremendous increase in military and naval armaments. Between 1911 
and the outbreak of the World War, every power in Europe intro- 
duced new army and navy bills. The most dangerous aspect of the 
armament fever—and one of the fundamental causes of the war—was 
the decision on the part of the German government to introduce a new 
law or Novelle, providing for the creation of a third squadron and 
for the construction of three additional dreadnaughts in alternate years 
beginning in 1912. Before the bill was introduced in the Reichstag, 
the news caught the wind and created a profound shock on the British. 
They regarded the measure as a direct challenge to their vital sea 
Supremacy and their security as an empire and as a nation. Their 


1 David Lloyd George, War Memoirs, 1914-1915 (6v., Boston, 1933), I, 41. Note: 
These considerations are based on a longer study entitled Prince Lichnowsky, Ambassador 
of Peaces a study in pre-war diplomacy, Berkeley, California, 1941. 

2One of the best studies on Anglo-German relations before the World War is in 
George Peabody Gooch, Before the War, Studies in Diplomacy (2 v., London, 1938), II, 
3-133. The Anglo-German Friendship Society, under the leadership of Lord Avebury and 
Sir Frank Lascelles, did much to improve relations. 
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fears and antagonism had already been aroused by the growing Ger- 
man fleet and by the inflammable and boastful speeches of the kaiser. 
For over ten years the naval competition had been steadily growing 
between England and Germany. Every British suggestion to moderate 
the building program had been curtly and even arrogantly refused 
by the German government.* The new German navy bill would 
leave the British no choice except to increase their own naval program 
in order to maintain their ratio of superiority. 

There were, however, influential men on both sides of the North Sea 
who believed a modus vivendi could be found by which the two 
Powers could live in peace. Herr Albert Ballin, the director of the 
Hamburg-American line, and Sir Ernest Cassel, a well-known English 
banker, had frequently discussed Anglo-German relations and even 
acted as unofficial representatives for their respective governments. 
They suggested that the naval ministers—Churchill and Tirpitz— 
should get together to talk things over. After some diplomatic 
soundings, the German government invited Sir Edward Grey, the 
British foreign minister, to visit the kaiser. Grey had good reasons to 
distrust the Germans and decided not to go. He questioned German 
sincerity and, in addition, did not want to run the risk of arousing 
the suspicion of the French government by going personally to Berlin.* 

The German invitation, however, could not be completely refused. 
Furthermore, its consideration would be useful for domestic politics, 
even if the German overture was not sincere, since the ministers could 
more easily secure money from the House of Commons for an increase 
in armaments, if they could testify that they had tried their best to 
mitigate the naval rivalry and had failed. They decided, therefore, 
to send to Berlin Lord Haldane, the minister of War and one of the 
ablest and most farsighted of English statesmen. 

Lord Haldane arrived in Berlin on February 8, 1912. He informed 
Bethmann-Hollweg, the German chancellor, that while he had no 
authority to commit his government, he was prepared to discuss questions 
ad referendum. His aim was to listen and explain, not to promise or 
decide. The conversations centered mainly around three questions: 
the New Naval Law, which from the English point of view was the 
most significant; a formula of neutrality or political understanding; 

8 Lloyd George, War Memoirs, 1914-1915, I, 12-27. 


Viscount Grey of Fallodon, Twenty-five Years, 1892-1916 (2 v. in 1, New York, 
1925.), I, 241-242. 
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and colonial adjustments. Although Haldane was unable to make 
any definite offers, he persuaded the kaiser and Tirpitz to retard the 
building of the new ships, so that one would be ordered every three 
‘ years instead of every two; and eventually no definite date was set 
for the third ship. This concession was the outstanding achievement 
of the Haldane mission. 

Before he left Berlin, Haldane was handed a draft of the New 
Naval Law which had -not yet been made public in Germany. It 
created a sensation in London. ‘The British admiralty considered it 
more formidable than they had expected. It would force the British 
government to increase their naval expenditures by £12,000,000 during 
the next five years. England and Germany continued negotiations on 
the point in controversy but could reach no agreement. England de- 
manded a further reduction of German’s naval program in return for 
colonial concessions. Germany agreed, provided England signed a 
formula of unconditional neutrality. Such a formula Sir Edward Grey 
refused to accept. 

These rather fruitless negotiations created a crisis in Germany, 
growing primarily out of the struggle between Admiral von Tirpitz 
and Bethmann-Hollweg. The German chancellar had succeeded in 
postponing the introduction of the New Navy into the Reichstag, 
but when he failed to procure a political understanding from Grey, the 
moody German emperor lost his patience. He felt, quite wrongly, that 
Lord Haldane had been disavowed by Grey. He also took the un- 
constitutional step of personally wiring his opinions to Count Met- 
ternich, the German ambassador in London, whereupon Bethmann- 
Hollweg sent in his resignation on March 8, 1912.5 He refused to be 
responsible for a policy dictated by His Majesty, because he felt that 
he was directly responsible to God, the country, and his conscience. 
The kaiser refused to accept the resignation, and the publication of the 
Novelle was postponed, whereupon Grand-Admiral von Tirpitz threat- 
ened to resign, if the Navy Law were dropped completely. Eventual- 
ly, Tirpitz had his way. Grey was unwilling to give a neutrality agree- 
ment and Bethmann-Hollweg was unable to modify the Nove/le without 
it. The Navy Law was finally introduced with only a minor change 
which provided for delaying the construction of capital ships.*° 

SE. Jackh, Kiderlen-Wachter (2 v. Stuttgart, 1924), II, 159-161. 


*G. P. Gooch and H. Temperley, eds., British Documents on the Origins of the War 
(11 v. London, 1926 ff.), VI, ch. 49; J. Lepsius, A. Mendelssohn Bartholdy, and F. 
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During the negotiations that grew out of the Haldane mission, 
Count Metternich, the German ambassador at London since 1901, 
pointed out that all efforts to reach a political understanding with 
England would be futile unless Germany were willing to renounce the — 
New Navy Law. Metternich’s reports were too truthful to be ap- 
preciated by the Wilhelmstrasse, and Tirpitz, who feared Metternich 
might interfere with his naval program, forced his resignation. The 
post he left vacant was filled by Baron Marschall von Bieberstein, who 
had since 1897 been the German ambassador at the Sublime Porte. 

The new ambassador presented his credentials to George V on June 
24, 1912, and remained in London until August 5, when he left for 
his summer vacation. He never returned. On September 24, 1912, 
the news was flashed to the world that the “Giant of the Golden 
Horn” was dead. Although ill and weary, he had accepted the Lon- 
don appointment with strong hopes of improving Anglo-German te- 
lations, and his death was a severe loss to his country, which was so 
sadly lacking in outstanding statesmen. Marschall was probably the 
only man with the strength and the courage to withstand the petty 
intrigues in the Wilhelmstrasse, which did so much to vitiate the 
Lichnowsky mission, and the naval-minded von Tirpitz and his host 
of satellites. Even Sir Edward Grey, who detested Marschall’s un- 
scrupulous policy at Constantinople, appreciated his outstanding ability.’ 
Herbert Henry Asquith has expressed the opinion that had Baron von 
Marschall lived, the World War would never have been fought. 

The German foreign office was left in a dilemma by the death of 
Baron von Marschall. The international situation was delicate, not 
to say dangerous, and a man must be chosen who could inspire the 
confidence and esteem of the English government. At the same time, 
the domestic situation in Berlin made it imperative to get a man who 
had the support of the chancellor without incurring the opposition of 
the redoubtable von Tirpitz. Herr von Kiderlen-Wachter, the minister 
for foreign affairs, was considered, but his services were needed at 
home. Furthermore, he was like Metternich, a bachelor, and the 
kaiser was anxious to revive social life at the German embassy in 
London, which had almost disappeared under Count Metternich. 


Thimme, eds., Die Grosse Politik der Europaischen Kabinette, 1871-1914 (40 v., Berlin, 
1927 ff., hereafter quoted as G. P.), XXXI, ch. 243. 
7 Grey, Twenty-Five Y ears, 1, 236-237. 
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Several other candidates were also considered but for various reasons 
were rejected. Finally, Bethmann-Hollweg decided to recall from re- 
tirement Prince Karl Max Lichnowsky, who had left the Wilhelmstrasse 
in 1904 with the rank of minister. 

The selection of Prince Lichnowsky as German ambassador to 
England in 1912 is of considerable importance. Years later it was 
claimed that a stronger man, or at least a figure who had the con- 
fidence of the foreign office, might have prevented the outbreak of 
war. Lichnowsky himself did not know why he was chosen for the 
important London post. He wrote somewhat sarcastically that his 
appointment could not have been on account of his abilities, since the 
foreign office had not availed itself of these qualities. “Was it per- 
haps on account of my incompetence?” he asks. “Quite unlikely,” he 
answers, “for if that had been the case they would have thought of 
me sooner.” Neither was he a close friend of the kaiser nor of the 
chancellor, Bethmann-Hollweg, yet the latter suddenly visited him on 
his Silesian estates and asked him to accept the position of German 
ambassador to England.* 

Prince Lichnowsky’s own query does not explain his appointment. 
There was, to be sure, ‘‘no other candidate available at the moment,” 
but there were other reasons for the choice. Politically, Prince Lich- 
nowsky was well-known and regarded by some as the ablest statesman 
in Germany. He had entered the foreign office under Bismarck in 
1885, and before he retired from the Wilhelmstrasse in 1904 he had 
become an expert on English affairs. His great admiration and strong 
predilection for the English way of life—the instinct for political 
democracy, the fine sense for combining order and freedom—was well- 
known on both sides of the Channel, and in view of Germany's desire 
for a rapprochement with Great Britain this reputation would be 
useful in London. Lichnowsky’s strong social assets—his great wealth, 
his beautiful and talented wife, his charming grand seigneur personality 
—were perhaps of even greater importance. Dr. Richard von Kiihl- 
mann, who had been both Metternich’s and Marschall’s counselor of 
8 Prince Karl Max Lichnowsky, Heading for the Abyss (New York, 1928), 1-3. Beth- 
mann-Hollweg brought with him to Silesia a letter of appointment from the kaiser. It 
was a carelessly scrawled, hastily written document, full of arrogance and hatred for 
England, which suggests that the decision was made suddenly, and perhaps, under the 
influence of Lichnowsky’s recent article entitled ‘“Deutsch-Englische Missverstandnisse,” in 
Nord und Siid, CXLII, July, 1912, pp. 1-19. 
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embassy, thought that the kaiser’s wish to shine socially in London 
was the main reason for Lichnowsky’s appointment.’ 

However mixed the motives may have been for choosing Prince Lich- 
nowsky for the London post, it can only be regarded as an unfortunate 
decision. He has every qualification for the position, except the support 
of that inner clique of wire-pulling politicians who really dominated the 
Gertnan foreign office and made it one of the most unpredictable and 
least trustworthy of the European chancelleries. Lichnowsky’s best 
work was vitiated by his personal opponents in Berlin. The political 
director of the foreign office, Wilhelm von Stumm, who coveted the 
London post himself, worked continuously to undermine Lichnowsky’s 
influence at home and to make his London task more difficult.’® Essen- 
tial information, such as the Grey-Cambon correspondence, was with- 
held from Lichnowsky; private individuals, and possibly spies, sent 
reports to the German government that conflicted with the frank and 
direct reports forwarded by the German ambassador; and his friendly 
cooperation with Sir Edward Grey was criticized and misinterpreted. 

When Prince Lichnowsky arrived in London on November 13, 1912, 
the excitement over Morocco had subsided, as an agreement with France 
had been reached. The agitation caused by the passage of the new 
German Naval Law and by the partial failure of the Haldane mission 
had begun to abate. But competent observers everywhere were not de- 
ceived by this apparent tranquility. It was, as it were, the stillness be- 
fore the storm. 

Realizing that Anglo-German rivalry was an important cause of in- 
ternational danger, leading men in both countries were anxious to settle 
their outstanding differences and thereby relieve the tension. Bethmann- 
Hollweg had worked in that direction since he became chancellor.” 
His foreign minister, Kiderlen-Wachter, who had little use for Beth- 
mann-Hollweg and even less for Lichnowsky, also claimed to be a pro- 
ponent of Anglo-German friendship. In England, Sir Edward Grey, 
Lord Haldane, Mr. Asquith, the prime minister, and several other min- 
isters in the Liberal Cabinet shared similar views. 

The attitude of Sir Edward Grey was of fundamental significance 

® Kiihlmann, in a personal interview with the author, in San Francisco, California, 
November 21, 1933. 

1© Lichnowsky, Heading for the Abyss, 61-63. 


11 Gooch, Before the War, Il, 203-286; Th. v. Bethmann-Hollweg, Betrachtungen zum 
Weltkriege (2 v., Berlin, 1919-1920.), I, 8 ff. 
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throughout the London mission of Prince Lichnowsky. For the most part 
Grey continued the foreign policy of his predecessor, Lord Lansdowne, 
namely: friendship with the United States, the alliance with Japan, the 
entente cordiale with France, and improved relations with Russia, which 
the Anglo-Russian Convention of 1907 had begun. Grey also wished 
to settle all outstanding differences with Germany, but without weaken- 
ing England's friendly relations with France and Russia. Although not 
exactly favorable to Germany, he was not hostile; he had no desire to 
isolate her, being quite willing to draw up regional agreements in re- 
gard to colonies and economic concessions. In Lichnowsky’s opinion, 
these agreements would have led, in time, to an understanding on the 
dangerous naval question, and thereby ensured the peace of the world.”* 


Il 

The Balkans were in flames when Prince Lichnowsky arrived in Lon- 
don, and his first important task was to help to keep the flames from 
spreading over Europe. The problem was not easy. In a narrow sense 
it involved only a group of small states fighting for independence from 
Turkey. In a larger sense the Balkan Powers were merely pawns in the 
more dangerous game of European diplomacy, which involved the inter- 
ests and ambitions of all the Great Powers. That these wars remained 
isolated in the cockpit of Europe was primarily due to the friendly co- 
operation of Germany and England. 

Neither Great Britain nor Germany wanted to be drawn into a war 
over the Balkans. Sir Edward Grey, therefore, called an informal con- 
ference of ambassadors in London which was to keep in close touch 
with international developments and to settle by negotiation, if pos- 
sible, all questions affecting the Great Powers. England took the posi- 
tion that none of her vital interests were at stake, and throughout the 
eight months of the conference Sir Edward Grey, the chairman, did his 
best to smooth over difficulties and to play the role of “honest broker.” 
The German representative at the conference, Prince Lichnowsky, was 
instructed from Berlin to support his Austrian colleague, Count Mens- 
dorff. The German emperor had warned Austria to be moderate. “I 
think,” he said, “that you are rattling my sabre a little too loudly.” 
Nevertheless, the German foreign office felt that at least outwardly the 
members of the Triple Alliance should act in unison. But Lichnowsky, 
who was severely critical of Austrian policies, gave only half-hearted 


12 Lichnowsky Heading for the Abyss, 50-51. 
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support to the wishes of the Wilhelmstrasse. His attitude eventually 
led to complaints being lodged against him in Berlin, and Kiderlen- 
Wachter severely reprimanded Lichnowsky for his “Austroprobia.”"* 
The italian representative, Marquis Imperiali, reflected a cautious and 
vacillating attitude. On the side of the Entente, the French and Rus- 
sian ambassadors worked closely together, with Sir Edward Grey gen- 
erally supporting their point of view. However, regarded as a whole, 
the spirit of compromise prevailed among all the members of the con- 
ference of ambassadors. 

Perhaps the most salutary result of the London Conference was that 
the common struggle to preserve the peace of Europe had created some- 
thing like an Anglo-German entente. During the long crisis of over 
eight months it was the close and friendly collaboration of Grey and 
Lichnowsky that reduced the friction and cooled the feelings between 
the two camps. Serious obstacles were repeatedly overcome and a solu- 
tion obtained by a judicious suggestion from Grey and the moderating 
influence of the German ambassador. 


IV 
The marked improvement of Anglo-German relations established 


during the course of the London Conference of Ambassadors was par- 
ticularly evident in Sir Edward Grey’s attitude toward the Portuguese 
Colonial Treaty and the Baghdad Railway Treaty. Both of these ques- 
tions had been the subjects of diplomatic negotiations for years. No 
satisfactory conclusions, however, had ever been reached, and they re- 
mained sources of friction between the two governments. 

When Prince Lichnowsky arrived in London negotiations regarding 
a Portuguese colonial settlement were going on between the British 
colonial secretary, Mr. Harcourt, and the German charge d’affaires, Dr. 
von Kiihlmann. Lichnowsky had been instructed to bring the matter to 
a conclusion, and he tackled the question almost immediately. Sir Ar- 
thur Nicolson wrote that only three days after the German ambassador 
had presented his letters, he had induced Grey and Harcourt to draft a 
project dividing the Portuguese colonies between them.”* 

The Anglo-German colonial project was not completed, however, 
until the end of Lichnowsky’s mission, and it never received the final 
signatures. Negotiations were primarily confined to revising the Anglo- 


18 G. P., XXXIV.1, No. 12, 548, p. 56. 
14 H. Nicolson, Sir Arthur Nicolson, Bart., First Lord Carnock (London, 1930), 393. 
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German colonial agreement of 1898. This treaty, which had been made 
reluctantly by the Salisbury government under German pressure, pro- 
vided for dividing the Portuguese colonies into economic spheres of 
influence between the two Powers, who owned territories contiguous 
to Angola and Mozambique. The purpose of the agreement was os- 
tensibly to safeguard the integrity and independence of the Portuguese 
empire, Germany and England declaring that they only intended to give 
Portugal financial and economic assistance. The real purpose of the 
agreement, however, was to divide the Portuguese colonies between 
themselves. Portugal was on the verge of bankruptcy, and it was under- 
stood, at least by Germany, that British and German bankers would 
force Portugal to mortgage her colonies. Since no one expected Portu- 
gal to be able to repay her loans, her mortgaged territories would auto- 
matically fall into British and German hands. 

By 1912 the agreement of 1898 was no longer satisfactory. Germany 
was particularly dissatisfied because the contingency by which these col- 
onies were to be taken over had been avoided. Instead of pushing the 
Portuguese government gently into bankruptcy, the British government 
had contravened the spirit of her agreement as Germany understood it 
by drawing up the so-called Windsor Treaty of 1899 with Portugal. 
This treaty confirmed old agreements of the fifteenth and seventeenth 
centuries which guaranteed Portuguese territorial integrity. When the 
German foreign office got wind of this treaty, they considered it quite 
unfairly as a double policy and further proof of the duplicity of “Per- 
fidious Albion.” The British government, jealous of their honor, can- 
didly pointed out that the actual text of the Treaty of 1899 did not 
contravene the agreement of 1898.*° 

Prince Lichnowsky, who accepted the British explanation without 
reservations, succeeded in drawing up a new agreement fully in accord 
with German interests. The whole of Angola up to the twentieth de- 
gree longitude and the northern part of Mozambique were assigned to 
Germany for economic exploitation. But more important, the treaty 
was so worded that the real, though unexpressed, intention of the 
treaty—the actual partition of the Portuguese colonies—could easily be 
carried out. Cases were specifically provided by which either signatory 
Power could take steps to safeguard her “vital” interests, which meant 
it was only a matter of time before Portugal would be relieved of her 
colonial burden. 

15 Lichnowsky, Heading for the Abyss, 58-62. 
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The Anglo-German colonial agreement was initiated by Sir Edward 
Grey and Lichnowsky on August 8, 1913. It was never signed. Pri- 
marily out of consideration for Portugal, the British government was 
willing to sign only if the new agreement, together with the treaties of 
1898 and 1899, was published. The German government objected to 
the publication of the treaties, fearing that the guarantee of Portuguese 
territory would be held in Germany as vitiating the agreement. Lich- 
nowsky did his best to get Berlin to ratify the agreement, but he had 
already lost influence at home, and his arguments were overruled. 
The Wilhelmstrasse could not understand why Sir Edward Grey wanted 
to publish these treaties. Grey's own explanation—that England had 
no other secret treaties besides these, and that it was contrary to estab- 
lished principles to keep binding agreements secret—was not considered 
seriously. Lichnowsky asserted that his enemy, Wilhelm von Stumm, 
the powerful political director of the German foreign office, was pri- 
marily responsible for obstructing the publication, since it would have 
been a triumph for the ambassador.’* Prince Lichnowsky pointed out 
time and again that the treaty had tremendous advantages for Germany 
and that she had everything to gain and nothing to lose. Germany's 


contention that publication of the treaties would endanger her interests 
in the colonies was without any sound foundation. 


Vv 

Simultaneously with the colonial negotiations, Prince Lichnowsky 
was working out an agreement with the British government regarding 
the Berlin-Baghdad Railway. Here, too, Sir Edward showed the Ger- 
man ambassador every consideration and good will. The real object of 
this treaty was to divide up Asia Minor into spheres of influence, al- 
though this term was cautiously avoided. Perhaps the most important 
concession made by the British government was to permit the continu- 
ation of the railroad as far as Basra. Up to that time Baghdad had been 
the railroad terminal. By the treaty the whole of Mesopotamia as far 
as Basra was included in the German sphere of influence, as well as the 
whole district of the Baghdad and Anatolian railway. The coast of the 
Persian Gulf was considered as a British economic sphere, Syria as the 
French, and Armenia as the Russian. 

The improvement of Anglo-German relations as indicated by the 
close cooperation between Grey and Lichnowsky during the Ambassa- 


16 [bid., 61; also see G.P., XXXVII.1, 14,748, pp. 188-190. 
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dor’s Conference, by the Colonial agreement, and by the Baghdad Rail- 
way treaty were the major achievements of the Lichnowsky mission. 
Although these treaties were never signed, Prince Lichnowsky’s persis- 
tence finally won over his opponents in Berlin. On July 30, 1914, when 
the whole world was already trembling over the abyss of war, the au- 
thority to conclude the agreements arrived in London. Lichnowsky 
called on Grey to carry out his instructions. But it was too late. “We,” 
said Sir Edward, “must now await the end of the present crisis.” 


VI 


On the delicate naval question, the Lichnowsky mission had virtually 
no effect. For the most part the German ambassador avoided the sub- 
ject. “No reference to it ever passed between Sir Edward Grey and me,” 
he whote in My Mission to London. Before his appointment to the 
London post, Prince Lichnowsky had written an article favoring a large 
fleet as well as a rapprochement with England. Dr. Friederich Thimme, 
one of the editors of Die Grosse Politik, has argued that this article had 
found favor with the German Emperor, who had therefore appointed 
Lichnowsky to the Court of St. James. However that may be, after his 
arrival in London, Prince Lichnowsky took the point of view that an 
Anglo-German entente would be possible notwithstanding the fleet, 
provided German policy was pacific and no new navy bills were intro- 
duced. 

Prince Lichnowsky did not blind himself, however, to the tremendous 
importance of the naval question. To avoid a problem is not to solve it. 
Neither words nor silence could hide the fact that the creation of a 
powerful German fleet was a challenge and a menace to England. Lich- 
nowsky knew that supremacy at sea was a matter of life and death to 
the British people, a supremacy which had to be maintained at all cost. 
The German government might claim that its navy was not a threat to 
England; but in view of Great Britain’s international position and the 
necessity of keeping her supply lines open to feed her people, no British 
government could possibly survive that became dependent upon the 
very questionable good will of a rival power. Furthermore, as Germany 
was aiready the preponderant military power on the continent, her pol- 
icy of building up a great fleet as well would upset the balance of power 
in Europe. 

The German ambassador was unable to avoid the question of naval 
armaments completely. Every rivet that Tirpitz drove into his ships of 
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war united British public opinion against Germany.’ Winston Spencer 
Churchill, the first lord of the admiralty, saw the danger and tried to 
avert the catastrophe by meeting the situation squarely. On March 26, 
1913, in a speech in the House of Commons, Churchill made his famous 
“Naval Holiday” proposal: a year’s pause in the construction of naval 
armaments, which he believed would be of benefit to all concerned. He 
frequently spoke to Lichnowsky about the matter, but the latter pointed 
out that for technical reasons the Holiday would be difficult to arrange. 
The German ambassador did not at first take the proposal seriously; he 
considered it merely a sop for Churchill’s radical opponents.** 

When Churchill repeated his arguments, however, emphasizing the 
pure madness of the armament race and how much better the money 
could be spent on constructive projects, Lichnowsky finally became con- 
vinced of the first lord’s absolute sincerity." The German government 
did not consider the provosal practical, and Tirpitz, who believed that 
his pet naval program was being jeopardized, did his best to sow sus- 
picion in the kaiser’s mind regarding the intent of the “Naval Holi- 
day.””*° 

Prince Lichnowsky, realizing that there was little chance of the pro- 
posal being accepted by his government, succeeded in getting the ques- 
tion removed from the agenda. In his opinion, as well as that of the 
German chancellor, it might arouse antagonism between the two na- 
tions, if Churchill’s suggestion were ever brought up officially and fe- 
jected by the kaiser, Tirpitz, and others who favored a big fleet. On the 
one hand, Bethmann-Hollweg could only follow a negative naval policy, 
preventing new naval increases, and on the other, a positive program 
on colonial and economic questions, building up an Anglo-German 
entente. Therefore, when Grey, who had not been associated with the 
“Naval Holiday” proposition, finally asked the German government on 
February 6, 1914, how an official proposal would be welcomed, the 
German government discouraged it. Thus came to an end the last 
chance before the outbreak of war to find a solution to the bitter Anglo- 
German navai rivalry.” 


17 Winston S. Churchill, The World Crisis, 1911-1914 (4 v. London, 1923), I, 115. 
18G.P., XX XIX, No. 15,569, pp. 28-29. 

19 Lichnowsky, Heading for the Abyss, 64. 

20G.P., XX XIX, No. 15,573, pp. 39-45. 

21 GP. XXXIX, No. 15,589, pp. 74-76; Ibid., No. 15,592, p. 76. 
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The London mission of Prince Lichnowsky was a failure. On August 
4, 1914, the British government sent an ultimatum to the German gov- 
ernment requiring a satisfactory answer by midnight about the neutrality 
of Belgium. No answer came. Germany and England were at war. 
Under more favorable circumstances, and with only a little more time, 
it is probable that a rapprochement and political understanding between 
the two countries would have ushered in a better era in international 
relations. Notwithstanding their na+al rivalry, their commercial jeal- 
ousy, and their psychological differences, Germany and England had 
manifested an amicable relationship during Lichnowsky’s mission. But 
the roots of their understanding were too shallow to avert the destruc- 
tive war that swept over Europe in the summer of 1914. 
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Industrialization of the Southwest 


PAUL W. MILAM 
University of Arkansas 


The outstanding economic problem of the Southwest is to increase 
the productivity of its labor force. An appreciable part of our labot 
force is not effectively employed. Inefficiency in the allocation of re- 
sources is indicated by the extraordinarily low level of income of the 
people of the Southwest. The per capita income in the Southwest is 
only two-thirds of the National average. The large proportion of the 
population that is engaged in agriculture and the shockingly low level 
of income in Southern agriculture are responsible for the low average 
per capita income in the Southwest. Agricultural workers constitute 34 
per cent of all workers in the Southwest and the farm population of the 
Southwest has a per capita income of only $161 compared with an aver- 
age per capita income of $541* in the United States. Farm income in 
the Southwest is materially below the relatively low average farm in- 
come of the United States. The low level of farm income is the result 
of an unwise allocation of an excessively large amount of our labor 
force to agriculture. We have too many farmers in proportion to peo- 
ple in other occupations and when a surplus of anything exists, whether 
it be cotton or farmers, the price tends to be low. Only a small part of 
the unfavorable farm wage differential is offset by a lower cost of living 
on farms. 

One of the reasons for the existence of a surplus farm population has 
been the continued decline in the total demand for farm products dur- 
ing the last 20 years. The slowing down in the rate of growth of our 
population has exercised a retarding influence on the domestic demand 
for food and clothing. Many of our foreign markets have been de- 
stroyed by our high tariff policies. Our high tariffs which curtail our 
purchases of foreign goods prevent foreign nations from securing the 


purchasing power to buy our goods. The past policy of this Nation has 
been to prevent our people from trading goods of little value to us for 


foreign goods of much greater value. Instead of allowing our people 
1 Income figures are for the year of 1939 and from the U. S. Dept. of Commerce. 
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to receive valuable foreign goods in exchange for our cotton and other 
products, the Republicans insisted that we take worthless foreign bonds 
and the New Dealers that we take almost equally worthless gold. Our 
policy has been to keep the consumers of the United States from en- 
joying the benefits of foreign goods at all costs. Both policies were 
based on the erroneous assumption that money wages were more im- 
portant than the amouat of goods that could be bought with money 
wages. We have never had enough goods but the prices and costs of 
producing many manufactured goods and services have been so high 
that expansion in employment opportunities in non-farm jobs has been 
dangerously curtailed. 

An American-British-Chinese-Russian victory would probably result 
in our regaining some of the lost foreign markets for our farm products 
although lower post-war tariffs might result in our South American 
neighbors offering more competition in some of our farm markets. 
Farmers in the United States and especially cotton farmers of the South 
would realize a net gain from lower tariffs at the end of the war. We 
will gain as consumers in the form of lower prices for goods we buy 
and the purpose of all production is to increase our ability to consume. 
The greatest gain from increased post-war foreign trade would result 
from the fact that such gain will increase non-farm employment oppor- 
tunities and thus facilitate a transfer of workers from agriculture to non- 
farm jobs. Future demand for farm products is not likely to furnish 
economic justification for the employment of all of the present farm 
population in agriculture. 

On the supply side, technological developments and mechanization in 
recent years have contributed to the material increase in the net output 
of farms and thus decreased the need for a large farm population. 
Mechanization has greatly increased the net output of farms, especially 
by decreasing the consumption of farm products by livestock. 

We may be able to increase farm income relative to non-farm in- 
come by providing greater equality of educational opportunity, reducing 
the cost of farm products by soil conservation practices and further 
mechanization, lowering transportation costs, and by reducing tariffs. 
Even though we take all these steps to improve farm conditions, there 
will still be too many farmers. We do not have too many people, but 
we do need to shift workers from the production of goods with low 
marginal utility such as cotton to the production of goods with high 
marginal utility. 
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There should be a shift of several million farm workers to urban jobs 
and a large number of these should come from Southern farms. The 
number of farms in the Southwest would have to be reduced from about 
970,000 to approximately 550,000 in order to bring about the same bal- 
ance between farm and non-farm population in the Southwest that 
exists in the United States. However, it would not be necessary to re- 
duce the farm population by such a large amount in order to eliminate 
some of the differences between per capita incomes in the Southwest 
and the United States. A large transfer of farm workers to urban jobs 
would tend to increase the income of the remaining farmers. 

Some economists may claim that pre-war urban unemployment pre- 
cludes the transfer of agricultural workers to urban jobs. However, 
possibilities of additional employment opportunities in urban jobs are 
not dead but merely dormant. Lack of urban employment opportunities 
is the product of high costs and high prices of urban goods and services 
which prevent the satisfaction of consumer demand. Possibly excessive 
zeal to reform the world overnight and taxation policies which have 
destroyed some of the incentive to take necessary risks inherent in new 
and expanding industries have also tended to reduce employment op- 
portunities materially. We can remove these obstructions to an expand- 
ing demand for labor in industries where marginal utility is high. 

Monopoly conditions existing in industry and labor, lack of educa- 
tional opportunities in rural regions in particular, economic inertia of 
investment bankers and capitalists, and excessive transportation costs 
are the most important factors obstructing the transfer of workers from 
agriculture to industry. Failure to eliminate these obstructions in past 
years now stands in the way of the economic union of the Americas. 
If we had the proper balance between manufacturing and agriculture 
we could absorb more of the agricultural surpluses of South America 
and thus provide a stable economic foundation for a united front 
against the dictatorships that live for conquest. 

The elimination of monopoly conditions in industry and labor would 
result in lower prices to consumers for many products. This would re- 
sult in an increase in the quantity sold and in an increase in urban em- 
ployment. Under monopoly conditions it is a cor mon practice to with- 
hold from consumers part or all of the savings resulting from new in- 
ventions and technological advancements. Part of the savings is given 
to management in the form of excessive monopoly profits and part is 
given to members of labor unions in the form of excessive monopoly 
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wage rates per hour. The higher selling prices resulting from such 
practices restrict the sale and production of goods and thus reduce de- 
sitable employment opportunities. 

It is difficult to eliminate the strongly entrenched monopoly forces. 
It is human nature to want something for nothing. This weakness of 
human nature explains gambling activities, Townsend Plans, the huge 
pre-war National debt, 30 hour work-weeks, and monopoly prices. 
Legal attempts to eliminate monopolies meet with the difficulty that the 
courts do not know what is evidence of the existence of a monopoly. 
Our anti-trust laws should be amended by Congress to include a state- 
ment of conditions which the courts shall consider presumptive evidence 
of the existence of monopoly conditions. Failure to reduce prices as 
sales and variable unit costs declined might be set up as one of the 
tests of the existence of a monopoly. 

The development of manufacturing in the Southwest is retarded by 
an inadequate educational system. The average educational expenditure 
per enrolled child in the Southwest is only about one-half of the average 
of the United States. College attendance of those of college age in the 
Southwest is about one-third less than in the United States. Lack of 
financial support for our public schools has resulted in lower efficiency 
among teachers and administrators. There is a shortage of labor, 
skilled labor, in the United States during the present National emer- 
gency. The Southwest has a surplus of labor but it is not skilled and is 
therefore not usable until trained. Lack of financial support for our col- 
leges has resulted in a shortage of skilled business managers. Inefh- 
ciency in administration and teaching in our colleges, developing out of 
lack of financial support, has resulted in college training that fails to 
educate our young people along the lines necessary to develop new 
enterprises in the Southwest. The colleges tend to train their students 
only for routine jobs in big business concerns. Our college graduates do 
not become independent enterprisers because they are afraid. They 
fear the unknown. They lack knowledge of the problems and oppor- 
tunities of their heritage in the Southwest. 

The Southwest is too poor to provide equality of educational oppor- 
tunity. As long as we fail to provide educational opportunity, we will 
remain poor. Federal aid is necessary if equality of educational oppor- 
tunity is to prevail in the Southwest and the United States. 

Economic inertia is a powerful force preventing the expansion of 
manufacturing in the Southwest by outside capital. Uncertainties due 
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to lack of knowledge of more distant regions, friendships closer home, 
and indirect possibilities of personal profits often intervene to prevent 
the managers of corporations in the North and East from establishing 
new factories in the Southwest, even though economic considerations 
favor such a course. These factors also partly account for the fact that 
the Southwest has received only 6 per cent of National defense contracts 
although it has 10 per cent of the population of the United States. It 
may also explain the proposal to centralize still further economic power 
in the North and East by the expenditure of millions of dollars for the 
St. Lawrence power and navigation project. 

Lack of capital in the Southwest causes interest rates to be materially 
above the National average. Commercial banks in the Southwest 
charge about 3.38 per cent interest in the larger cities compared with 
only 2.56 per cent in the larger cities in the North and East. These 
figures indicate that manufacturing concerns in the Southwest may have 
to pay 32 per cent more for part of their capital than Northern and 
Eastern firms. The Federal Reserve Bank of Dallas charges as much as 
50 per cent more than the Federal Reserve Bank of New York for 
longer term advances to business firms, according to recent information. 

Inertia among the investment bankers is one factor accounting for the 
higher cost of capital. Another factor may be the operations of insur- 
ance companies. It is claimed, by some, that insurance company opera- 
tions cause a net outflow of investment funds from some sections of the 
Southwest. Texas, recognizing the possibilities of unjustifiable discrim- 
ination by Eastern financial institutions, has established legal restric- 
tions on the out-flow of savings to out-of-state insurance companies. 
Texas is also developing more rapidly industrially than some of the 
other Southwestern states. 

Freight rates which average about 75 per cent more on outgoing fin- 
ished goods between the Southwest and Northern and Eastern points 
on a mileage basis are an important factor restricting the expansion of 
manufacturing concerns in the Southwest. Raw materials move out at 
relatively favorable rates possibly due to the efforts of Northern and 
Eastern interests to prevent the development of competing industries in 
the South. However, even in the case of raw materials, prices of some 
products are materially lower in the Southwest than in other sections 
due to the costs of transportation. 

Lack of research facilities places the typically small business concern 
of the Southwest at a serious disadvantage in the race for survival with 
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their larger competitors from other sections of the United States. The 
large corporations are able to maintain efficient departments since their 
large production enables them to reduce the per unit cost of research 
to a very low figure. The most efficient method of providing research 
facilities for small business concerns is by means of state supported bu- 
reaus of business research under the supervision of the technical staff 
of the college of business administration of the chief college of the 
state. Pennsylvania spends $60,000 per year for the support of her bu- 
reau of business research, Ohio, $70,000, and many other states large 
amounts. Texas is the only Southwestern state that gives any appreci- 
able support to a bureau of business research. 

The elimination of the inequitable difficulties in the way of the devel- 
opment of manufacturing in the Southwest which are discussed above 
would result in the creation of a great industrial empire in the South- 
west, for the Southwest has natural advantages that favor the develop- 
ment of manufacturing. The Southwest has 10 per cent of the popula- 
tion of the Nation but produces only a fraction of the goods consumed 
by these people. The following figures, which are incomplete, give 
some indication of the long list of goods that are consumed in the 
Southwest but produced elsewhere. 


Net BALANCE OF INBOUND RAILROAD FREIGHT 
INTO THE SOUTHWEST IN TONS—1939 


334,647 Furniture (excl. metal)..... 25,053 
228,107 Soap & washing compounds. 24,374 
Iron & steel pipes & fittings. 163,669 Printing, paper............ 24,251 
Canned food products. ..... 107,563 Auto & auto truck tires..... 23,289 
Paper bags & wrapping paper 76,935 Building paper.......... .. 21,547 
Newsprint paper .......... 69,471 Lime, common............ 19,942 
Machinery & boilers ....... 55,721 Paints, oils, & varnishes.... 14,496 
Scrap iron & scrap steel... .. 50,524 Cotton goods ............ 13,581 
49,996 Rails, fastenings & switches.. 7,138 
Iron & steel nails, wire. .... 7,060 
Brick (excl. common)...... 39,899 Bagging & bags........... 5,837 
Vegetable oils ............ 39,848 Brick,common............ 5,090 
Agri. implements & parts... 39,492 Furniture, metal........... 3,995 
Bldg. woodwork (mill work) 33,738 Linseed oil............... 3,939 
Tractors & Parts........... 33,523 Copper, ingot............. 2,218 
33,078 Railway car wheels, axles... 1,735 
Tobacco Mfg. prod......... 1,672 
Glass bottles & jars........ 25,238 Unplesives ............... 261 


Pasteboard & pulpboard.... 25,151 Aluminum ............... 102 
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The presentation of the foregoing table is not intended to make a 
case for local self-sufficiency in the Southwest. This list of some of the 
important goods that the Southwest buys from other sections of the 
United States is presented as one of the first steps necessary to deter- 
mine which products can be produced, in a part at least, at a lower cost 
in the Southwest than in other sections of the United States. Industries 
catering to home demand are usually most successful in the early 
stages of the development of manufacturing in an agricultural region. 
The maximum National income can be secured only when each section 
of the United States specializes in the production of those goods in 
maximum demand which it is best fitted to produce. The expansion 
of manufacturing in the Southwest in those industries which have a 
natural advantage here would raise real incomes not only in the South- 
western states but also in most of the remaining states. Each section of 
the United States will have the most permanent prosperity when all 
other sections are prosperous. The existence of a large farm population 
in the Southwest with an income of less than $300 per year is a drag on 
the prosperity of the United States. The establishment of the same ratio 
between the number of farm and non-farm jobs in the Southwest that 
exists in the United States by the transfer of 400,000 farm families to 
urban jobs at existing urban wages would result in an increase in income 
of $700,000,000 or 40 per cent in the Southwest. A large increase in 
income of this nature would result in a great increase in the home mar- 
ket for our own goods. 

Relatively low labor costs should result in the rapid development of 
manufacturing in the Southwest. Hourly wages in manufacturing in the 
Southwest are materially below the average of the United States. Hourly 
wages of the surplus farm workers are only about one-fourth of the 
hourly wages in manufacturing in the United States. The cost of train- 
ing the surplus farm labor for factory work would be relatively small’ 

2 The manager of the world’s largest fluorescent lamp plant located at Jackson, Mis- 
sissippi, makes the following statement about the adaptability of Southern labor to training 
for work in a manufacturing plant: “... in... higher types of mechanical male labor 
. . . we have found mechanics experienced in lathe work, and these men have been very 
adaptable to training for operating precision millers, grinders, etc., and are as readily 
adaptable in this class of work as any we have found in any part of the country ... We 
have not only had fine response from the number of young women available but those that 


we have already employed and are now working, have been found just as adaptable to this 
type of work as any we have, in our experience worked with in the northern states.” 
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in comparison with the great increase in incomes*® that would result in 
their transfer to urban jobs. In addition the Southwest is comparatively 
free from !abor troubles. Only two out of each 100 non-farm workers 
were involved in a strike in the Southwest during the last two years, 
compared with six per 100 non-farm workers in the United States. One 
explanation of labor peace in the Southwest is to be found in small 
number of people of foreign birth. 

It will be urged that an hourly wage rate in the South below the Na- 
tional average is a form of labor exploitation. However, an hourly 
wage rate equal to the National average may result in even greater 
exploitation by retarding the transfer of Southern workers from agri- 
culture to manufacturing. Workers in agriculture in the Southwest 
earn less than 20c per hour. The employment of these workers in fac- 
tories at the higher wage of 35c an hour might result in more than a 
normal profit for some manufacturers. However, such a high rate of 
profit would tend to bring about a more rapid development of manu- 
facturing, and more quickly eliminate the low level of income of the 
farm population. 

Power costs are as low in the Southwest as elsewhere and judging by 
TVA rates the proposed AVA might result in rates in the Southwest 
appreciably below present levels, possibly 50 per cent lower. 

The higher rate of profits that exists in many industries in the South- 
west as compared with the same industries in the United States should 
lead to the rapid development of these industries in the Southwest. In- 
come tax returns indicate that several industries are more profitable in 
the Southwest than in the United States. 


RATE OF PROFIT AS A PERCENTAGE OF SALES 


SOUTHWEST UNITED STATES 


Metal & metal products....................0005. 11.02 8.54 


® Farm workers make about $260 per year compared with $900 for workers in non- 
farm jobs, a difference of $540 per year. 
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It is believed that the rate of profit on sales as caculated above under- 
states the rate of return on investment in the Southwest as compared 
with the United States. Due to the low price of labor in the Southwest, 
it pays to spend relatively more on labor than on machinery. Conse- 
quently, the amount of sales relative to the amount of capital is higher 
in the Southwest than in the United States. A further factor which re- 
sults in an understatement of the profitability of capital in the Southwest 
is the practice of small concerns of paying out a large proportion of 
their profits in salaries in order to reduce their income tax. 

Total profits of corporations are being maintained at a more favor- 
abie level for industrial expansion in the Southwest than in the United 
States. A more rapid growth of profits will result in manufacturing 
expanding in the Southwest at a faster rate than in the rest of the 
United States. 

The Southwest possesses many valuable raw materials that offer ad- 
vantages in the development of manufacturing. Among the more im- 
portant are petroleum, gas, coal, sulphur, salt, carbon black, bauxite, 
silica, phosphate rock, lime, lead, zinc, lumber, and farm products. 

The chief manufacturing industries in the Southwest at the present 
time are as follows: 


EMPLOYES IN MANUFACTURING 1937 
57,952 Printing 


Despite all the difficulties in the way of the development of matiu- 
facturing in the Southwest, significant expansion is occurring. Among 
the twenty-six industries for which comparable figures are available, 
seventeen had a more favorable record in the Southwest between 1929 
and 1937* than in the United States and only nine had a poorer record. 
Industries making the most rapid growth were generally industries 
supplying local markets rather than out-of-state markets. Other indus- 
tries with a rapid growth such as the paper industry and some branches 
of the chemical industry are not given separately in the Census figures 
on account of the possibility of identification due to the small number 
of firms involved. 


4 1937 is taken because it is considered a more normal year than the year 1939. 


Petroleum ................ 31,349 Machinery................ 9,821 
Bread and bakery........... 12,277 Cotton textiles............. 6,357 
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PERCENTAGE CHANGE IN NUMBER OF WAGE EARNERS 
1929 TO 1937 


Industry Southwest U.S. Industry . Southwest U.S. 
*Canned Fruits & Veg. . 162 


*Animal & Fowl feed... 70 41 Printing & Pub. (news) .—12 4 
*Wood turned & shaped. *Planing mill products . . 


CA od j| 604.465 6% 


eee 


* Industries with a more favorable record in the Southwest. 


There has been a rapid increase in the rate of industrial development 
in the Southwest as a result of the National defense program. It is esti- 
mated from figures of the OPM that the Southwest has received about 
5.8 per cent of the new manufacturing facilities resulting from the de- 
fense program, although the Southwest produced only 3.4 per cent of 
the value added in manufacture in 1939. A breakdown of the more 
than $500,000,000 in new manufacturing facilities in the Southwest 
resulting from the defense program reveals that the chemical industry 
leads in amount of plant expansion with a total of about $160,000,000, 
followed closely by munition facilities of $110,000,000 and nonferrous 
metals of $100,000,000. The approximate amount of plant allocations 
in other industries follows; aircraft $60,000,000, ships $40,000,000, 
fuel $20,000,000, and steel $20,000,000. It is expected that the South- 
west will receive a major portion of the new plant facilities amounting 
to about $400,000,000 to manufacture artificial rubber. Additional fa- 
cilities for the manufacture of aviation gasoline are certain and more 
ship-building facilities are probable. 

Texas leads in the absolute amount of new plant facilities, as might 
be expected in view of its size, with an allotment of about $170,000,- 
000. Facilities for the production of magnesium rank first. Other im- 
portant allotments to Texas include facilities for the production of 
ships, steel, artificial rubber, planes, tin, and explosives from petroleum. 
Arkansas ranks next to Texas with new plants costing about $150,- 
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2 Petroleum refining _. —3 3 
t 
*Beverages ..—17 $-—15 
*Foundries Food nrenarations _—18 58 
*Bread & bakery....... 21 19 -45 
*Cotton g00ds .—25 —23 
*Ice Cream 18 Printing & pub. (books) —28 
 *Drugs & medicine..... 14 —1 *Clay products.........-30 -34 
*Furniture — 42 
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000,000. Munitions and aluminum facilities constitute the major items. 
Louisiana and Oklahoma each have allotments for new manufacturing 
plants amounting to about $100,000,000. Louisiana has a diversified 
list of new plants including facilities for making ships, petroleum- 
rubber, and many chemical products. Facilities to produce powder con- 
stitute the major part of Oklahoma’s share of the new defense plants. 

It is impossible at the present time to determine the extent to which 
these war-timy: facilities can be converted to permanent peace-time use. 
However, it seems certain that war-time industrialization will greatly 
increase the tempo of post-war industrial development in the Southwest, 
particularly in the chemical industry and in the field of the lighter 
metals. The great expansion in the production of magnesium and 
aluminum during the war period will result in price-relationships favor- 
able to a wide extension of their uses in peace times. Undoubtedly 
some of the artificial rubber facilities will find peace-time uses, although 
lower prices for natural rubber may restrict the use of artificial rubber 
in tires. The fertilizer and paper industries will receive further stimula- 
tion from the war-time developments in the chemical industry. Even 
war-time plants which have no uses in peace-time will have contributed 
to the peace-time rate of industrial development in the Southwest. Lack 
of skilled workers has stood in the way of a more rapid development of 
manufacturing in the past. We will probably have a larger force of 
skilled workers as the result of the operation of war plants. 

A preliminary examination of available data indicates that the chem- 
ical industry based on petroleum as a raw material offers one of the 
most inviting opportunities for expansion in the Southwest. The possi- 
bilities in this field are only becoming known. We now make explo- 
sives, glycerine, rubber and many other products from petroleum. The 
development of petroleum rubber factories will hasten the present 
movement of tire factories to the South. Higher profits in the textile 
field in the Southwest indicate further expansion in textile manufactur- 
ing facilities. Special efforts should be made to interest the DuPonts 
in establishing nylon and rayon factories in the Southwest. These are 
the fastest growing branches of the textile industry. The standardization 
of product would make for a rapid expansion of the canning industry. 
Other industries which offer prospects for expansion are: (1) furniture, 
(2) glass, (3) apparel, (4) food, (5) woodworking plants, (6) quick 
freezing plants, (7) fluorescent light bulbs, (8) tin can plants, and (9) 
airplane assembly plants. 


A Geographic Stumbling Block to New World Unity 


J. W. Rep 
Stephen F. Austin State Teachers College 


Many persons believe the political security and the economic well- 
being of the Western Hemisphere lie in the unity of the nations of the 
New World. It has been asserted frequently that the triumph of totali- 
tarianism in Europe would give that part of the world a bargaining 
power which would enable it to dictate terms and prices for commodi- 
ties the New World nations may have for sale. To cope with this po- 
tential bloc of nations in Europe, it has been suggested that a bloc of 
similar power and unity may be organized in the Western Hemisphere. 
The nations in this economic union must be able to live independently 
of the Old World nations for years, content to trade only among them- 
selves, otherwise their bargaining power would be ineffective. All of 
them, including the United States, must be willing to make genuine 
sacrifices. 

Some have assumed that an economic bloc of New World nations 
would be as easy to establish as it may seem desirable to have. There 
are those who speak of the “good neighbor policy” as if the only trade 
barrier between the Latin American nations and the United States were 
a superficial misunderstanding. Others allege that were it not for the 
work of “‘fifth-columnists,” a union of the Western Hemisphere would 
be effected with ease. Even a cursory study will show that the geo- 
gtaphic relationship between Latin America, Europe, and North Amer- 
ica are such that it would be difficult to establish a strong New World 
union. There is evidence that the present trade situation may serve as a 
stumbling block to this proposed economic union. 

Most of the products of the fields, ranches, oil wells, and forests of 
Latin America must be disposed of in more highly industrialized areas 
which normally have a deficiency of such products. In times of peace, 
these goods have moved about as economics would dictate, and 72 per 
cent of the exports of Latin America were disposed of outside the West- 
ern Hemisphere in 1938. Most of these went to Great Britain, Ger- 
many, and to other countries of western Europe, with lesser amounts to 
Japan. If an economic bloc of Western Hemisphere nations were cre- 
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ated and if a closely knit Europe would refuse to purchase from that 
bloc on acceptable terms, economic stagnation would result in Latin 
America unless a considerable portion of this hypothetical surplus were 
absorbed by other countries of the Western Hemisphere. 

The United States is the only important potential market in the 
Western Hemisphere for most of the raw materials exported from Latin 
America. This country took about 25 per cent of the total Latin Amer- 
ican exports in 1938, and pressure may be exerted to have it take a still 
larger percentage at some later time if the formation of an economic 
bloc is attempted. : 

To show more definitely the points of difficulty in trading with Latin 
America, the 20 leading exports from those countries in 1938 were di- 
vided into three groups. In the first were placed those commodities of 
which more than 50 per cent were disposed of in the Western Hemi- 
sphere. The commodities were coffee, sugar, wheat, nuts and waxes, 
bananas, cacao, and fibers (chiefly henequin), and for all except wheat 
the United States was the only large importer in the Western Hemi- 
sphere. It is assumed that this group of commodities, with the excep- 
tion of wheat, will present no special difficulty even in the event it 
should seem desirable to cease exports outside the Western Hemisphere 
for a time. The total exports and the varying percentages of each com- 
modity disposed of in the Western Hemisphere are shown in the ac- 
companying table. It may prove to be of significance that most of the 
commodities in the first group are produced in the Highlands of Brazil 
and northward. 

Wheat presents a different aspect from the other commodities of this 
group. The United States and Canada normally sell large amounts of 
wheat to Europe, and competition for Western Hemisphere markets 
may develop between those two countries and Argentina if their Euro- 
pean markets should be lost. The problem of the distribution of the 
meager Western Hemisphere wheat markets would loom large. But if 
both producer and consumer of the other commodities will make some 
concessions; we, taking a little more; they, selling a little less, the ob- 
stacles should not be formidable. 

In the second group were placed those commodities most of the ex- 
ports of which went to countries outside the Western Hemisphere but 
which could, it is believed, be purchased increasingly by this country. 
Here are placed wool, hides, tin, and minor metals. 


abe 


New Wor._p UNITY 


Exports FROM LATIN AMERICAN REPUBLICS 
20 LEADING COMMODITIES, 1938* 
(1,000’s oF DOLLaRs) 


Amount Sold Per cent Sold 


Commodity Total Exports in Western in Western 
Hemisphere Hemisphere 


37,739 19,647 52 


Metals ...... 73,066 30,781 42 
401 


124,137 5,748 5 


8,524 


* Source: From data supplied by United States Bureau of Foreign and Domestic 
Commerce. 


The United States has been importing something like $40,000,000 
worth of wool for the past few years and by no means all of it has 
come from Latin America. Our importation from that source was but 
$7,000,000 in 1938. By diverting all of our orders for wool to Latin 
America a large percentage of their customary exports could be disposed 
of, and if they would absorb some loss that commodity would present 
no problem. Much the same situation exists with respect to hides, be- 
cause the United States usually imports more hides and skins, from all 
sources, than Latin America exports. 

The United States purchases nearly one-half of Latin America’s ex- 
ports of such metals as lead, zinc, tungsten, and antimony, and an in- 
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crease in purchases could be expected under the accelerated economy 
associated with increased armaments. It would take but a small in- 
crease in our imports of these metals to give Latin America a market for 
more than one-half of her minor metal exports. 

The United States is the world’s largest user of tin, yet it smelts essen- 
tially none of the ore, not even that which is produced in the Western 
Hemisphere. This country annually imports more tin than Bolivia 
produces and obviously would be a market for all of the tin produced 
in that country and in the rest of Latin America. 

It looks as if the United States might be able to increase its imports 
of the commodities in this second group to such an extent that they 
would offer no obstacle to New World unity. 

The third group consists of those important exports of Latin America 
of which the Western Hemisphere takes less than 50 per cent and for 
which there seems little prospect of substantial increase. They are 
shown grouped at the bottom of the table. (Petroleum, meat, copper, 
cotton, linseed, corn, cereals, nitrates, and lumber.) 

Petroleum is easily the leading export of Latin America and it is 
produced principally in Venezuela, Colombia, and Mexico. In normal 
times about 85 per cent of this commodity is exported to Western Eu- 
rope and Eastern Asia. It is obvious that the United States with its 
great production of petroleum cannot purchase very much from Latin 
America without injury to its own industry. Since petroleum constitutes 
nearly 90 per cent of the exports from Venezuela, and about 30 per 
cent of the exports of Columbia, the difficulties of maintaining tranquil- 
ity in the Latin American petroleum industry are apparent if occasion 
should arise for severing trade relations with old-world countries. 

The United States has rather consistently refused to purchase any ap- 
preciable amount of meat from Latin America. The Southwest and the 
Middle West especially would feel the effects of the importation of 
meat which would decrease the market for their own product. 

The situation with respect to copper trade is complex. While the 
United States purchases much copper from Latin America, this country 
has been a net exporter of copper for the past several years. Our im- 
portation of this commodity, principally in an unrefined form, is more 
than offset by our exportation of refined copper. If all trade in copper 
were to be severed between the Old World and the New, there would 
be a disturbing accumulation of copper in the New World. If the 
United States could not make its customary disposal of copper through 
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exports, it is doubtful that it could continue its copper imports from 
Latin America. 

Continued effort of the United States to reduce acreages of corn and 
cotton make it seem highly improbable that this country could pur- 
chase either of these commodities in significant quantities from Latin 
America in the near future. We now have 11,000,000 bales of cotton in 
Government warehouses, as well as 438,000,000 bushels of corn, and our 
farms are operating on a restricted production basis. An apparent sur- 
plus also exists with respect to the minor cereals (oats, rye, and barley), 
and it is difficult to see how the United States could purchase any of 
these commodities in quantities sufficient to prevent rapid accumulation 
of them in Latin America if the European markets should be lost. 

There seems to be little prospect for increased trade in any of the 
three remaining commodities (lumber, linseed, and nitrates), between 
the United States and Latin America. Essentially all of this country’s 
imports of linseed already come from Western Hemisphere sources. 
The United States is a net exporter of lumber and the wood now im- 
ported from Latin America consists principally of special types, such as 
cabinet woods, balsa, etc. Our heavy planting of trees and reforestation 
associated with better land use is intended to make secure the lumber 
supply of this country for the future. If our forestry program proves 
successful, little increase in purchases of Latin American timber may be 
effected. And, finally, Chile is the only exporter of nitrates from Latin 
America. For reasons of military strategy and possibly for reasons of 
economy, there has not been recently as heavy a demand for Chilean 
nitrate as there was a few years ago. Since nitrogen can be extracted 
from the air so readily, it is doubtful that any country, including the 
United States, could afford to depend to any great degree upon a for- 
eign country for a material as critical in war times as nitrates. 

It is this last group of exports which furnishes the real stumbling 
block to New World unity. Only idle speculation and wishful thinking 
could lead one to believe that all Latin American countries will jump at 
the chance to form an economic union with us without first giving some 
consideration to the immediate financial consequences. Latin American 
goods must be sold. If the United States feels unable to buy, markets 
will be sought outside the Western Hemisphere. 

If this barrier to New World unity is to be removed, the most logical 
approach would be to show a way out which would be financially at- 
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tractive; either create a market in this country for what they have to sell 
or else encourage them to produce things for which there is market. 

A few constructive steps in that direction have been taken; e. g. the 
construction of a tin smelter in this country for the smelting of Bolivian 
tin; and the appropriation of $500,000 by our government for investi- 
gating rubber production possibilities in Central America. This is only 
the beginning of what must be done on even a much larger scale if there 
is to be a voluntary economic union of New World Nations. 


America Looks Beyond the War 


JosEPH HiRsH AND LEONARD ALLEN 
Washington, D. C. 


In Europe, and in fact throughout the world, an old order is dying. 
Its demise is marked and abetted by persecutions of whole peoples and 
by lightning wars, by the disintegration of old institutions and habits of 
thought, and by the spread of new values, totalitarian economics, and a 
new morality. The tidal forces at work have already left their imprint 
upon us. Long before the declaration of war on the Axis powers, the 
movement toward a highly controlled economy and the increasing ten- 
dency toward centralization in government—just two among a host of 
developments—were suggestive of the extent of the impact of new 
Old Word conditions on our own form of life. 

However much we may dislike the kind of world that has been 
springing up about us, it has become evident increasingly that a master 
plan is in the making. Today we realize that if America is to survive 
the present conflict successfully, we must not only prepare for the effec- 
tive prosecution of the war but we must look beyond it and plan for 
the future. In the words of President Roosevelt, shortly after the dec- 
laration of war, “We are going to win the war, and we are going to win 
the peace that follows.” And winning the peace means continuing and 
constructive social planning. 

A cursory review of current war plans, however, would suggest the 
tremendous difficulties and large number of variables to be taken into 
consideration in mapping post-war plans. 

In order to plan for the future, therefore, it has been necessary to 
establish certain working hypotheses. These may or may not be self- 
evident, but in the presentation of the following discussion it may seem 
worthwhile to list the more patent ones. 

In our present thinking we have assumed that: 

1. An unequivocal “allied” victory—no stalemate, no compromise—is basic 

to any thought of post-war planning; 

2. Our domestic life is and will be interwoven incontrovertibly with the in- 

ternational future; 

3. The capitalistic system, probably with a greater measure of control than 
has heretofore been exercised, will be the economy after the war is over. 
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Current post-war thinking and planning is being conditioned as much 
by present as by anticipated domestic dislocations. It is admitted gen- 
erally that the unsolved problems that have been with us these past ten 
or more years will be with us to a greater degree after the war is over. 
For as a matter of fact, the cateclysm now upon us is due in large part 
to the failure of nations to resolve these problems in domestic as well 
as in international forms. 

The war is not only accentuating old problems but is creating new 
ones. We have before us the continuing problems of conservation and 
effective utilization of natural resources—of land, of water, and of en- 
ergy resources. Despite planned and unplanned efforts, individual and 
collective efforts, we still have with us the multifarious problems con- 
cerning human resources—of housing and public education, of employ- 
ment and health, of welfare and recreation—just to name a few. 

When the war is over, there will be in addition a complex and highly- 
geared economy which will have to be demobilized. Defense industries 
will have to be adjusted to peace-time needs and peace-time production. 
Employment will have to be found for workers in defense industries, 
for youths entering the labor market, and for demobilized soldiers. 
Provision will have to be made to prevent cities which flourished in the 
sun of the defense effort from falling into decay. Something will have 
to be done to prevent uncontrolled labor migrations which may reach— 
or exceed—the rural migration of farmless families of a few years ago. 
Taxation and fiscal policies generally will have to be readjusted. As- 
sistance in terms of men, money, and material will have to be furnished 
for the reconstruction of a prostrate Europe. 

These and countless other social and economic problems of tomorrow 
call for direct action now if we are to avoid the chaos of 1920 and of 
the early 1930's. In those latter days, just as today, there was an urgent 
need to meet a critical situation. So we resorted to “made” work. Crit- 
icism naturally and inevitably followed. We may recall the choicer 
thrusts: “paper-shuffling,” “leaf-raking,” “shovel-leaning,” and that 
greatest accession to popular English, “boondoggling.”” What the 
critics—and those on the sidelines too—failed to recognize was that 
something had to be done; it had to be done fast, and there were no 
guides, no precedents to go by. 

Today we have some guides, plus the challenge of past mistakes and 
the stimulus of crisis to do something about these problems. In current 
post-war planning, moreover, we have the opportunity to take a for- 
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ward step toward establishing an improved economy and a healthier, 
more nearly secure society rather than merely to re-establish the pre-war 
order. In post-war planning today we have the challenge to rededicate 
ourselves to the highest ideals of American democracy, a democracy that 
says it will be commonly accepted that no one shall suffer needlessly 
from sickness and disability through want of medical care, and that our 
medical service shall be so organized and developed as to foster health, 
not merely battle disease. It will be commonly accepted that every child 
be afforded a full education; that every worker be assured employment 
with basic wages and hours under satisfactory working conditions; and 
that our land, our natural resources, and our human resources will not 
be wasted or used as pawns in the hands of political and industrial 
speculators. 

What we must do now is to determine the possibilities, lay our plans, 
and proceed when peace comes—or before. Some effort, happily, is al- 
ready being made in that direction. Many old-line governmental agen- 
cies have for years projected long-range programs. Some of these agen- 
cies and many others are concentrating specifically on post-war prob- 
lems and are setting up plans to meet them. Among the more active 
agencies operating in this field are the following: 


National Resources Planning Board. As part of its long-range pro- 
gram in resources, economic, and social planning, it is conducting spe- 
cial post-war studies. In addition to land, water, and energy resources, 
studies also include the scientific resources of the country. Economic 
studies include public works, employment, industrial location, trans- 
portation, and fiscal policy. In the social field they deal with relief and 
social security policy, education, recreation, youth, housing, and to a 
lesser degree, personal services. 

While considerable attention is being given to meet health and nutri- 
tion problems during the war period, there is little or no long-range 
post-war planning being undertaken in these fields by the Board or 
other agencies. 

Recognizing the tendency of many departments and governmental 
bureaus to regard particular problems and areas of activity as their spe- 
cial preserve, the N.R.P.B. has been seeking to counteract this tendency 
and to coordinate post-defense planning activities within government 
through inter-agency conferences. This is indeed a salutary objective, 
but in a number of cases the wish has been father to the thought. 
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The N.R.P.B. has been operating in another liaison capacity. In an 
effort to profit from current post-war planning in Britain, it has sent 
representatives to study conditions there and in other ways has kept in 
close touch with changing events abroad. 


U. S. Department of Agriculture. The Inter-Bureau Coordinating 
Committee on Post-Defense Agricultural Programs, with representatives 
from the various Department bureaus, was established to operate in 
three broad fields: (1) long-term agricultural planning as it relates to 
the total national economy; (2) building a shelf of rural works, 7. e., 
forestry, flood control, soil conservation, which will, on one hand, pro- 
vide useful work for people in rural areas and, on the other hand, im- 
prove rural life and productivity; (3) rural welfare—education, health, 
nutrition, and the other facilities and services needed by farm families. 


U. S. Department of Commerce. Under the aegis of this department, 
studies are progressing on a number of problems, such as, the interna- 
tional financial position of the United States, our foreign trade and in- 
vestment situation under varying post-war conditions, and the role that 
business can play in post-war period. The development of a private 
(business) works reserve, similar to the public works reserve, discussed 
later, is a potentially important activity of this Department's work. 


Federal Reserve Board. One of the broader studies conducted by the 
F.R.B. deals with the combined effects of the defense program upon 
our economy and the probable changes in American foreign trade which 
may be expected as a result of the war. Several other post-war studies 
cover the following problem areas: (1) housing and urban redevelop- 
ment and rehabilitation; (2) Federal, State, and local fiscal relation- 
ships; (3) National and local taxation; (4) American, British, and 
Canadian relationships after the war is over; (5) manufacturing capac- 
ities in foreign countries and raw material supplies. Some of these 
studies are being conducted in cooperation with the Treasury Depart- 
ment and with other agencies. 


Federal Security Agency. A Program Planning Committee, compris- 
ing various departmental representatives within the Agency, was set up 
in August 1941 to devote special attention to post-defense problems in 
the service fields (education and recreation, welfare and social security, 
health, and youth) of the component bureaus of the F.S.A. To date 
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only a few meetings have been held and no program of activity can 
be reported at this time. 


U. S. Department of Labor. The Bureau of Labor Statistics has been 
cooperating with the N.R.P.B. in studying post-defense employment 
problems. In addition, a Post-Defense Labor Problems Division has 
been established to study trends in wartime dislocation of the American 
economy. It is hoped that from these studies will come: (1) a reason- 
able projection of the development of our future economy; and (2) 
attainable goals which we can reach after 15 years of peace. These 
extrapolations are being based upon studies of income patterns, popula- 
tion trends, technological changes in industry, and related data. 


Treasury Department. Post-war studies carried on by this department 
primarily concern fiscal and debt policy, and taxation. 


U.S. Department of State. Under the aegis of the State Department 
a group of officials representing various governmental agencics are, at 
present, discussing and accumulating information on many post-war 
problems. A Division of Special Research has been established to study 
future international relationships and problems and aims to lay a broad 
foundation for world reconstruction. 


Economic Defense Board. In July 1941, this Board, chairmanned by 
the Vice-President and consisting of representatives of the various Cab- 
inet posts, was set up by Executive Order to advise, coordinate, and in- 
tegrate various defense activities; to investigate and advise the Presi- 
dent on post-war economic reconstruction; and to review proposed or 
existing legislation relating to economic defense measures. In line with 
this latter aspect of its activities, the E.D.B. has been charged with the 
blacklisting of Axis concerns. In a sense, the E. D. B. may be considered 
the ministry of economic warfare.* 

While at this writing there is little to report of this organization's 
activities, it may well be the single coordinating agency for all govern- 
mental post-war planning activities which, ironically, often appear to be 
working at cross-purposes rather than toward a common goal. 

Public Work Reserve. Early in the summer of 1941 the P.W.R. was 
established by Presidential authorization to build a national ‘‘shelf’’ or 
reserve of works programs which /ocal and state agencies feel are needed 


* Since the submission of this article, the E. D. B. has changed its name to the Board 
of Economic Warfare. 
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and plan to undertake in the public interest. The organization was set 
up under the Federal Works Agency, receives technical supervision and 
counsel from the N.R.P.B., and funds from the W.P.A. The purpose of 
the Reserve is twofold: (1) to secure from all local and state govern- 
mental agencies a listing of anticipated public needs for capital im- 
provements and public services over a five- or six-year period; (2) to 
assist these agencies in the development and maintenance of up-to-date 
programs and plans for such work. 

The P.W.R. will embrace programs to develop resources, services and 
facilities. At the present time, through its field staff, it is seeking to 
determine the volume, nature, and distribution of this potential public 
work which, according to preliminary estimates, exceeds four billion 
dollars a year. Although plans for work programs are being accepted 
currently, no committments are being made by the P.W.R. as to the 
source of funds, nor is there any obligation exacted from the agency 
proposing the work that it must undertake it at some future date. 

This, very briefly, is the picture of post-war planning in Washington 
today. All told there are more than fifteen Federal agencies and scores 
of non-governmental organizations throughout the country—profes- 
sional, civic, social, farm, labor, and industrial groups—which are de- 
voting considerable attention to specific post-war problems which come 
within their purview. 

The most pressing task facing governmental and non-governmental 
organizations concerned with this planning is to define, anticipate as far 
as possible, and document many post-war problems so as to reduce to a 
minimum the need for improvisation afterwards. Among other things, 
such a job calls for: (1) the setting of attainable goals within the pres- 
ent or anticipated framework of government and national economy; 
(2) establishing standards of work, physical facilities, and of services 
which are not based wholly upon present trends (since these represent 
problems which have never been adequately solved) ; (3) extrapolating 
beyond the suggestive limits of present trends or past crises without 
necessarily becoming Utopian; (4) interrelating and coordinating vari- 
ous capital improvement and public services programs, and interrelat- 
ing and coordinating improvement with service programs. 

Out of this welter of planning by agencies and individuals will un- 
doubtedly come a little of the two extremes in planning—nothing and 
Utopias. The brave-new-worlders will blueprint another Shangri-La for 
us, a world of sixteen-lane coast-to-coast super-express highways, of 
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glass houses and capsuled food, which will be germless and povertyless, 
where planned cities and decentralized industry, scientific population 
control, farming, and forestration will be governed by a world fed- 
eration which will have outlawed WAR, with a capital W, once and for 
all! 

What will come out of our present planning efforts, however, will 
be a healthy compromise between the two extremes. Very likely we 
shall have expanded social services which will probably include health 
insurance in some form. Very likely we shall have a greater measure of 
economic control of private industry, without necessarily destroying that 
sacred cow of our fathers—individualism. Very likely we shall have a 
more effective and intelligent utilization of our natural resources. We 
shall take these and other forward steps. 

This certainly does not measure up to the picture of a brave new 
world but, in reality, it is a revolutionary idea at a time when the world 
is committing hari-kari. The idea that plans are in the making to pre- 
vent the crises which have inevitably followed every war and to create a 
world that is a little healthier, just a little more secure than the world 
we have been living in, is the one shining light which will give every 
individual the strength and the courage to see this fight through to the 
end. 


Putative Profits— Another “Empty Box” 


Marion J. Levy, JR. 
Harvard University 


When Mr. J. H. Clapham in 1922* touched off a theoretical contro- 
versy, which still flares up on occasion, around a group of “empty eco- 
nomic boxes,” the business cycle did not come in for its fair share of 
attention. In his listing of these “boxes” Mr. Clapham neglected the 
strategic concept of current business cycle theory, the concept of puta- 
tive profits. Like the economists who followed him in this famous con- 
troversy, and like contemporary cycle theorists, he seems to have over- 
looked or ignored the fact that the putative profits box offers only a 
Mother-Hubbard sort of hospitality to the theorists who come to it in 
need. This sin of omission is unfortunate because the emptiness of this 
box is unique both in its completeness and in its importance for busi- 
ness cycle theory. The problem of this box is that of the status and con- 
tent of the putative profits concept in economic theory. Definition is not 
the main stumbling block. That is easily handled. Putative profits may 
be defined as those profits, of whatever nature, which business men 
think they can make. It is this concept in one form or another which 
has come to be a key block in all major business cycle theories of today. 
The questions to which our box contains no answer is simply this: 
What are these profits, and what does affect them? 

Veblen seems to have been the first cycle theorist to give this concept a 
strategic position in his theory of trade movements.? Who fathered the 
concept, however, is not the concern of this paper and need not detain 
us. Suffice it to say that the device has never been far off the cycle 
theory scene since that time. It appears in Hawtrey in what is euphe- 
mistically called the sensitivity of the trader, and it is the axis around 
which this theory swirls. Its guises are many but its status and content 
remain the same. 

Its most important recent appearance, however, is in The General 
Theory of Employment, Interest, and Money. Mr. Keynes confronts us 

1“Of Empty Economic Boxes,” by J. H. Clapham in the Economic Journal, Vol. 


XXXII, pp. 305-314. 
2 Theory of Business Enterprise, 1904. 
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with a brilliant analysis of the problem of the business cycle which has 
been the storm center of many a recent theoretical battle. Through all 
this controversy one of his central concepts, “the schedule of the mar- 
ginal efficiency of capital,” has floated more or less undamaged, al- 
though, as we shall note in a moment, the specific effects of certain 
forces on the marginal efficiency of capital have been questioned. From 
the very beginning of the book one expects to find putative profits lurk- 
ing behind this formidable phrase, “the schedule of the marginal effici- 
ency of capital.” Validation of this suspicion is not arduous, and pe- 
rusal of Mr. Keynes’ book turns up a perfect statement to this effect on 


page 315: 
We have seen above that the marginal efficiency of capital (Keynes uses 
this term for the sake of brevity instead of the full-dress phrase, the schedule 
of the marginal efficiency of capital,) depends, not only on the existing 
abundance or scarcity of capital-goods and the current cost of production of 
capital-goods, but also on current expectations as to the future yield of capital- 
goods. In the case of durable assets it is, therefore, natural and reasonable 
that expectations of the future should play a dominant part in determining 
the scale on which new investment is deemed advisable. But, as we have 
seen, the basis for such expectations is very precarious. Being based on shift- 
ing and unreliable evidence, they are subject to sudden and violent changes.* 
Certainly this is what we sought. These “current expectations as to 
future yield” are what Veblen called putative profits. Now it is true 
that these expectations are only a portion of the items going into the 
schedule of the marginal efficiency of capital, but the other items are 
known quantities such as “current cost of production of capital-goods,” 
and so forth. Consequently such items do not affect the concention that 
“the schedule of the marginal efficiency of capital” is reducible to puta- 
tive profits. It is the unknown for which an equation must be solved, 
and as long as the expectation items in the schedule of the marginal 
efficiency of capital remain obscure all our knowledge about the other 
items remains meaningless. Indeed, Mr. Keynes does not seem to be 
unaware of this. He clearly states that: ‘In the case of durable assets it 
is, therefore, natural and reasonable that expectations of the future 
should play a dominant part in determining the scale on which new in- 
vestment is deemed advisable.” 

It is of further significance that Mr. Keynes refers to these expecta- 
tions as “very precarious,” “based on shifting and unreliable evidence,” 


* Parentheses are mine. M.J.L. 
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and “subject to sudden and violent changes.” This is a very optimistic 
view of the situation. Precisely the problem posed by the putative 
profits concept is the fact that in light of our current scientific knowl- 
edge these expectations are completely precarious since they are based 
on such shifting and unreliable evidence as to approach randomness. 
Today we are prone to believe many of Mr. Keynes’ statements as to 
what affects expectations and how these expectations are affected; but 
this is nothing but an evidence of our faith in Mr. Keynes, a personal 
tribute pure and simple. There is not a single comprehensive and ac- 
cepted piece of scientific research into what does and what does not 
affect putative profits. Mr. Keynes has added several other empty boxes 
to the shelf, but none is so crucial to the validity of current cycle theory 
as is this one. 

This puts us in a highly uncomfortable situation. For the most part 
contemporary cycle theorists are unwilling to abandon the putative 
profits concept. This is quite understandable. The economies to which 
the cycle theories are applied are still individualistic economies de jure, 
even if they are not so de facto. Decisions regarding the employment 
or non-employment, the operation or non-operation, of industry are still 
in the hands of individual business men or groups of business men, and 
as long as this is true any business cycle theory which ignores the out- 
look on the basis of which these men make decisions is invalid before 
it starts. Hence insofar as theorists deal with a business or capitalistic 
economy, the putative profits concept must be employed. 

This leads us to the other horn of the dilemma. How can an un- 
known quantity like this be employed? From the standpoint of science 
one man’s guess is as good as another's. Until a comprehensive and 
generally accepted program of research has been made on this topic, 
any cycle theory may be challenged at the point where putative profits 
puts in its appearance. By denying that 2 given force affects these ex- 
pectations in the fashion claimed, one may spike the guns of any given 
cycle theory quite effectively. 

This situation is not a far-fetched one. We have an excellent ex- 
ample of it in the current controversy with regard to fixed and flexible 
money wages as a remedial measure in depressions. Thus Mr. Keynes 
maintains that fixed money wages are preferable because if there are 
flexible money wages the results will be further deceleration of business 
activity due to several factors which he lists, all of which, he claims, 
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will react unfavorably on the outlook for profits. On the other hand 
we find Sumner Slichter in his book, Towards Stability, presenting the 
argument for flexible money wages. Professor Slichter starts from es- 
sentially the same assumptions as does Mr. Keynes but maintains that 
a cut in money wages will have a favorable effect on putative profits 
due to a widening of the differential between the costs of production 
and market price. 

Now, who is correct? These views are diametrically opposed. Cur- 
rent sympathy seems to lie with Mr. Keynes; but on strictly scientific 
grounds there is no basis for choice between these two theories, and 
there cannot be until we are in possession of some scientifically valid 
piece of work as to whether flexible money wages do affect putative 
profits either in the way supposed by Mr. Keynes or in the way assumed 
by Professor Slichter. There is no proof of this kind in the book of 
either writer. 

A similar situation arises in the case of a recent book by seven young 
Harvard and Tufts economists, An Economic Program for American 
Democracy. The most valid piece of criticism and, I believe, the only 
unanswerable attack levelled at this book has been that of the critics who 
granted its theoretical basis and the soundness of the facts it presents, 
and then queried whether the business men would, rightly or wrongly, 
be so alarmed by the policy advocated in this essay as to withdraw 
farther and farther into their economic shells, necessitating an ever in- 
creasing resort to the measures recommended until either the business 
men revolted, precipitating a civil war, or the American economy be- 
came some sort of socialist state. This boils down to a question of 
whether the effect on business expectations of the policy set forth will 
or will not be that looked to by the authors of the book. Again, who 
can say until our empty box is filled? 

This is not the end of our troubles on this score. As soon as there 
is talk of filling this box the scene gets blacker, although perhaps some 
light is shed on why economists have not already investigated this con- 
cept. This box simply cannot be filled by an economist who is even re- 
motely bound to the orthodox economic methodology and conceptual 

*See pp. 262-265 of The General Theory of Employment, Interest, and Money. Para- 
mount among these factors are the tendency of business men to wait for a further cut of 
money wages, redistribution of income and consequent lowering of the propensity to con- 
sume and hence a less favorable demand for goods, and labor troubles resulting from a 


cut in money wages which may affect whatever favorable effect the cut might otherwise 
have had on the investment situation. 
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scheme. At the very outset an investigator would find that strategic 
factors affecting the putative profits outlook are factors of which the 
economist is accustomed to dispose by giving them the label, “extra- 
economic,” in short by declaring them out of bounds. Further the con- 
cept of profits itself will have to undergo some considerable alteration. 
The simple dollars and cents concept of orthodox economics new or old 
is not broad enough to cover the variable in this situation. Putative 
profits need not necessarily be profits for the business concern as a 
whole. Bezle and Means and many others have gathered ample data to 
show that the men in strategic discretionary positions are not the own- 
ers of the large corporations. Veblen and others have pointed out the 
extreme interdependence of the modern business system and the de 
facto effect of the policies of the controllers of the key industries on the 
entire remainder of the economy. When these two facts are considered 
in connection with putative profits, the magnitude of the necessary 
theoretical changes becomes clear. When business men denounce the 
Roosevelt administration for ruining the profits outlook’, what do they 
mean? Do they refer to five or six per cent profits for their companies 
or five or six thousand per cent for themselves? Is their reticence to in- 
vest due to a lack of consumers, fear of the government, or resentment 
against what they consider, rightly or wrongly, undue interference? All 
sorts of political, ethical, and psychological factors, factors which are at 
best peripheral problems in the theoretical system of present-day eco- 
nomics, must be taken into consideration before our knowledge of this 
problem is appreciably advanced. We must find out what forces are in 
fact responsible for the decisions of the men who sit around the di- 
rectors’ table. It is the necessity for including this kind of “‘extra- 
economic” information and the consequent abandoning of orthodox 
methodology which, I believe, accounts for the failure on the part of 
recognized economists to attack this problem. 

Some remarks concerning the direction such an investigation must 
take are in order. It is by no means possible to offer even a reasonably 
complete schematic outline for this problem at present, but it is possible 
to indicate some of the strategic points of attack. In the first place the 
economist must be prepared to consider elements which from the stand- 
point of an observer of action are not directly relevant to the question 
of gain and loss expediency. These factors may be given the title, 


5 Business men have been longer aware of the importance of expectations than econ- 
omists. 
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“normative elements.” An example may serve to clear up this concept. 
A strategic factor in the recent economics situation in the United States 
has been the presence of what Professor L. J. Henderson has called the 
“residue of the unbalanced budget,” .e., the feeling on the part of the 
business men in positions of control that there is something inherently 
dangerous and bad in a continually unbalanced government budget. 
From a theoretical standpoint on strictly rational economic grounds 
there is no more reason to fear continued deficit financing® than there is 
to fear the continued increase in the funded indebtedness of business, a 
phenomenon which was present in ever increasing proportions in the 
capitalistic world up to the crisis of 1929 and which was everywhere 
viewed with approbation and regarded as a reliable ground for opti- 
mism by the same businessmen who are so horrified by an unbalanced 
budget. At the same time there is no doubting the fact that this non- 
rational fear is extremely important, along with related normative ele- 
ments, in explaining the reticence in activity on the part of business men 
during the last ten years. That is to say such is the case unless one 
chooses to believe that the business men who have talked so much about 
this matter are unconscionably mendacious in which case this mendacity 
itself becomes a significant “‘extra-economic” phenomenon requiring ex- 
planation in order to erect verified hypotheses about this general phe- 
nomenon. 

At any rate it is of crucial significance to study these normative ele- 
ments as to their incidence, but it is further important to study the ele- 
ments limiting the effects of such factors. Again it can be demonstrated 
that to a significant degree ‘“‘extra-economic”’ factors are of importance. 
The attitude of business men toward the unbalanced budget is once 
more a case in point. Of recent months the hue and cry about the un- 
balanced budget has assumed a quite different tinge. In the face of a 
generally agreed upon necessity for huge expenditure on armaments the 
cry against the unbalanced budget has changed in two ways. First, the 
cry has shifted from one against unbalanced budgets in general to one 
attacking the past deficits, and very little has been said about the addi- 
tional deficit necessarily to be incurred in rearmament. Second, the 
great cause of concern with the debt which will arise from rearmament 
is not for fear of the debt but rather the fear by one group that the 
members of another group will spend this money inefficiently in the face 


® See the recent works of J. M. Keynes, Alvin Hansen, etc. 
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of a generally agreed upon national emergency. Further it is important 
to note that in the last war there was no great concern over the indebt- 
edness piled up by its prosecution. From this can be deduced the fact 
that of far more important effect in limiting the incidence of the “re- 
sidue of the unbalanced budget” than matters of strict economic ex- 
pediency is the situation of the nation with regard to threats from other 
powers. The non-rational (from the strict economic point of view) 
apprehension of unbalanced government budgets is negated by the 
equally non-rational (from the strict economic point of view) fear of 
foreign conquest or dor::nation. At such a time business men who 
have fought government regulation of business not only enter into ad- 
ministration of even stricter interference but also strongly advocate it in 
instances where other business men refuse to perform government bid- 
ding by persuasion. Government interference changes its complexion 
and is given such titles as a “desireably close collaboration between bus- 
iness and government in time of national emergency.” Thus it would 
seem that it is necessary to study problems of economic expediency in 
relation to a whole web of normative values which may act with suf- 
ficient strength to set aside single-minded pursuit of economic expedi- 
ency. 

There is another major aspect of this problem. This aspect seems to 
center around the structure of control of business firms in our society. 
Economists in the past have been prone to adopt a defeatist standpoint 
in this situation. The problems facing an executive in the steel industry 
and one in a large insurance firm are so vastly different, they argued, 
that any hope of arriving at valid theoretical generalizations about the 
functions of these men is at best illusory. Only two economists, Mar- 
shall and Veblen, did any self-conscious work on this problem. Neither 
man turned in work satisfactory for our purposes. Marshall laid em- 
phasis on the necessity of possessing the qualities of a Victorian gentle- 
man and bearing responsibility with calm, dignity, and honor. Veblen 
saw the function of the executive as making the firm “pay’’ and did 
throw very interesting light on the subject of just what this means under 
the system of business enterprise. 

Chester Bernard in his book, The Function of an Executive, has 
pointed out that in large mature firms the executive is more apt to be 
concerned with preventing losses than with making great gains. In 
elucidating this factor, however, it is important to look into aspects of 


te 


No. 4] PUTATIVE PROFITS 331 


the situation not examined by Bernard. The form of capitalization of 
firms is a strategic factor here. Under business enterprise firms are cap- 
italized at a fair rate of returns. To use an oversimplified example: if 
a firm possessed a plant capable of producing a net profit per year of 
$100 and if the going rate of interest were, say, 5 per cent, then the 
firm would issue stocks, bonds, debentures, and various instruments of 
the sort to the extent of $2000 whether the plant actually cost $2000 
or whether it cost $100. Indeed it would be foolish not to do so, for if 
it were capitalized at less the securities would be bid up to $2000 upon 
hitting the market. If the firm were to fail to take advantage of any 
discrepancy between the actual value of the plant and the $2000 capi- 
talization of income at the going rate of returns, it would have violated 
the basic norm of business, rational pursuit of maximum economic gain. 
Were a firm to make such a mistake consistently its heads would be 
viewed as poor business men. 

Now the effect of this sort of capitalization is to create a situation in 
which a firm may still be creating a considerable net income in terms 
of the actual value of the plant and yet be running at what the executive 
will call a loss. This is because issuance of the credit instruments men- 
tioned above carries with it the obligation to pay dividends or interest. 
If the plant is worth only $100, is earning $100 per year, and is capi- 
talized at $2000, a fall in earnings from $100 to $75 will be viewed as 
a considerable loss by the executives of this firm. Such a fall will neces- 
sitate serious readjustments. This is not intended to cast a stigma on 
business men. In a sense they are helpless in the matter. They face a 
situation in which they are forced, whether they like it or not, to pursue 
goals given by the situation itself. There is another aspect of the posi- 
tion of business men with regard to the use of loan credit and salesman- 
ship. As Veblen, E. H. Chamberlin, and Joan Robinson have pointed 
out, what would be of a differential advantage to one becomes a com- 
petitive necessity to all if actually instituted by one of them or expected 
to be instituted by one of them. If a business man fails to go along these 
paths, he will be wiped out, not necessarily in any malicious manner or 
as a result of any malevolence, but rather as the result of trying to play 
the game by different rules than the rest of the players employ. 

Thus the putative profits outlook is not decided anew at the end of 
each accounting period or season. It is to a large degree determined or 
affected by this past factor of capitalization. There is every reason to 
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believe that the putative profits outlook of two equally intelligent men 
in the same business with identical plants could be radically different if 
their capitalization set-ups were of different sorts. 

Another factor which has been kept, generally speaking, outside of 
the main line tradition’s treatment of this problem has been the change 
in the locus of control of business firms. It has long been a common- 
place observation in the profession that firms are no longer controlled 
by their legal owners to the extent that they once were. Whether one 
turns to Brandeis’s Other People’s Money or the Berle and Means 
classic, The Modern Corporation and Private Property, there is both 
ample acceptance and ample proof that this is a fact. This has inter- 
esting effects on the position of the business men. Insofar as the status 
of business men in our society has in the past been to a large degree 
correlated with the size of monetary income there may in the present 
be a positive injunction in some cases not to act in the firm’s best long 
run interests. Such a situation may arise from the practices of giving 
bonuses in years of high earnings. Ordinarily there are not salary cuts 
for big executives in lean years and hence there may be a powerful in- 
centive on the part of a given executive to increase the fluctuations of 
profits markedly, to earn high profits in a given year at the expense of 
moderate profits over a period of years. Cases in which the separation 
of ownership and control have resulted in pursuit of the executive's in- 
terest rather than the owners’, let alone that of the community at large, 
have been spectacular and are well known on the American scene. At 
the same time this factor can be overemphasized. There appears to be 
a growing professionalization of the executive role and with it the be- 
ginnings of a shift in status determination from primary emphasis on 
the size of income to successful handling of positions of responsibility, 
or perhaps, to put it more accurately, a growing recognition of the dif- 
ference between the two and of the fact that they are not necessarily 
concomitant. Nevertheless insofar as the primary emphasis lies on size 
of the monetary income and insofar as this separation of ownership and 
control exists there is an important area of admission to the computa- 
tion of profits of factors which on the grounds of strict economic expe- 
diency within the orthodox theoretical scheme are excluded. 

These examples will serve to throw some light on the sort of factors 
which must be elucidated in a study of putative profits if cycle theory is 
ever to get over this obstacle. Perhaps this problem has become more 
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crucial in the last five decades because within that short period a 
frend away from the existence of the institutions implicitly assumed by 
the orthodox economic analysis and to a rather extraordinary degree 
realized has definitely set in and because in the last decade and a half 
this trend has been tremendously accelerated. It is this situation which 
made the reification of the implicitly assumed institutional structure of 
the main tradition in economics painfully clear. Since one of the pri- 
mary aspects of this trend has been a shift in ideas about, and institu- 
tionalization of, the power problem (both in the sense of its locus and 
its form of administration), it is perhaps a safe conjecture to say that 
the element of most importance to putative profits after the element of 
rational calculation in the strict orthodox sense is to be found in the 
attitudes of the men making these putative profit estimates toward what 
they consider to be the correct solutions to the power problem. The re- 
iterated avowals of business men” lend support to this as do many 
events of the past few years. It would seems that the crucial factor at 
present necessary to give determinate solutions to cycle theory and bring 
it out of the de facto realm of hypothetical theory and into the realm of 
observational theory is to work out and verify some theories about the 
effect on business men of different sort of solutions to the power prob- 
lem and the incorporation of such results into the cycle theory itself. 
Of course it is obvious that no scientific analysis will ever uncover all 
the factors affecting each putative profits decision, but this is not the job 
of science. Science does not deal with unique events but with uniform- 
ities. No natural science will tell us into how many pieces a lump of 
quartz blown off a mountain top in a storm will shatter upon landing 
thousands of feet below. Science can, however, tell us what the cleav- 
age planes of the pieces will be. Similarly in economics it is necessary 
to be satisfied with establishing uniformities and analyzing their effects. 
T At this point it is perhaps pertinent to add a word about trade associations and other 
such organizations among business men. These organizations should furnish a fertile 
source of information of the sort needed. This is necessarily so since these bodies serve to 
reinforce the typical values of the business man and in addition to give expression to the 
general consensus of the members as to what lines of action ought to be followed in 
specific situations, given the institutional values and the structurally defined goals of the 
system in general. It is not likely that these organizations will be found to be the sources 
of the basic factors at work in any of the various solutions to the question, but their role 
in the formation of specific solutions would seem to be a rather large one, particularly, it 


appears, with regard to those putative profit factors which are generally considered “‘non- 
economic” (e. g., the attitude of business men toward the current solution of the power 
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It is futile to demand a theory which will give each individual his solu- 
tion to the problem, but it will be of great value to us, both in the form 
of an addition to our knowledge and in the form of an important aid 
in policy work, to isolate and analyze these uniformities. 

In summation the problem is as follows: Economists may abandon 
the putative profits concept and with it all pretense to an explanation 
of the cyclical disturbances in a capitalistic economy. Or economists 
may continue their present ostrich-like handling of this problem and 
present the world with various theories which are all equally valid or 
invalid on this score, leaving everyone to choose in what theory to put 
his faith, to what theorist to pledge allegiance, since there is no scien- 
tific basis for choice between these theoretical positions. Or, as a final 
alternative, some economist must abandon the safe refuge of orthodox 
methodology and brave the dangers of erecting a conceptual scheme to 
handle the problem and of asking the business men for the data which 
they alone can give and which must serve as a basis for such a study, 
and thus attempt to give to economics a verified hypothesis as to just 
what affects putative profits, how this is done, and to what extent it 
reaches. 
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Field Course in Business 


J. OrvAL ELLSWORTH 
Texas Technological College 


Purpose: The “Field Course in Business,” as conducted by the Texas 
Technological College, has been designed to stimulate the learning pro- 
cess on the part of the student by bringing within his personal experi- 
ence first hand contacts with actual business institutions and with suc- 
cessful business people. 

Plan of the course: The geographical remoteness of West Texas 
from the larger cities and the centers of business, makes week-end trips 
impractical. For this reason lengthy excursions have been taken during 
the summer months. Such courses have covered about 6000 miles in 
distance, have been seven weeks in duration, and have included study 
in 26 states. 

Itinerary: Complete plans of what to study and where were devel- 
oped through the four months preceding the course. Definite appoint- 
ments were made in advance. The name of the firm, the name of the 
person to be interviewed, and the time of the day all appeared on the 
mimeographed itinerary which was in the possession of each student 
before departure. All appointments were confirmed and last minute re- 
minders were sent each informant one or two days in advance of our 
arrival. 

Cost: Students financed the expense of the course excepting the sal- 
ary of the instructor, his expenses, and the cost associated with the de- 
velopment of the itinerary. Each student paid $185 cash in advance to 
the instructor. This sum covered registration, $15, for the credit course 
of six hours, transportation for 6000 miles by chartered bus (budgeted 
at one cent a mile), lodging for 49 night (budgeted at one dollar a 
night), food for 49 days (budgeted at one dollar a day), and miscel- 
laneous costs including group entertainment. Reservations for lodging 
were made in advance and were paid for by the instructor. Cash was 
returned to the students at the rate of five dollars every five days to 
cover the cost of food. Each person purchased what and where he 
chose. In addition to the $185, personal expenses for laundry, enter- 
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tainment, efc., ranging from five to fifty dollars were paid for by the 
individual. The instructor paid his own expenses except for travel. The 
degree of accuracy of the estimate of the budget is evidenced by the 
fact that $1.25 of the $185 was returned to each student at the close of 
the course. 


Personnel: The approval of students by the instructor was necessary, 
and several applicants were rejected; however, generally anyone who 
could afford the trip was accepted. We hope hereafter to make junior 
standing prerequisite. In the past the group has included students frun 
sophomores to high school teachers with master’s degree. 

Courses given in 1933 and 1935 contained men only; however, the 
course in 1939 contained sixteen men and eight women. We learned 
from the last trip that about fifteen students should be the maximum 
number and that a mixed group is undesirable. In the future we plan 
to take women and men in alternate years. 


Advantages of a Field Course: Students remember experiences which 
were sufficiently interesting to be impressive. Textbook and class room 
study possesses a serious limitation in this regard. A field course pro- 
vides daily new contracts, new experiences, new speakers, new sub- 
jects, all made under different and appropriate environment to stimulate 
learning. This may be illustrated by one day devoted to the study of 
the U. S. Customs Service. Four hours of the morning were spent in- 
doors at the Customs headquarters in New Orleans. There we learned 
in unforgettable terms the problems associated with importation. Com- 
plications involved in the correct assessment of import duties were illus- 
trated by certain specific items. Toys and novelties of various kinds 
carry duties determined by the highest rate on component parts used in 
the manufacture of the item. A tennis racket if admitted to be a toy or 
for the amusement of children carried a duty of seventy per cent, while 
if admitted for the purpose of exercise the duty was thirty per cent. A 
harmonica from Germany, if classed as a musical instrument carried a 
duty of forty per cent, while if classes as a toy the duty was seventy per 
cent. 

The afternoon of the day with the Customs Office was spent on a 
Coast Guard Cutter in the harbor of New Orleans with a Customs 
officer explaining the problems and giving us details of what we saw. 

Enduring impressions were made upon members of the class when 
they were seated in the Directors’ chairs of General Motors while listen- 
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ing to Alfred P. Sloan. Similarly they were seated in the Directors’ 
chairs of the New York Cotton Exchange and of the Federal Reserve 
Board in Washington, D. C. In addition to Mr. Sloan the following 
are representative of the business men who talked to the class: 

Dr. B, E. Shultz, New York Stock Exchange, New York; W. A. 
Thomas, Internal Revenue, Dallas; Dr. A. B. Cox, University of Texas, 
Austin; Joseph Vaccaro, Manager, Standard Fruit and Steamship Com- 
pany, New Orleans; Dr. George Washington Carver, of Tuskegee In- 
stitute; A. H. Garside, Economist, Cotton Exchange, New York; Dy. 
Melvin T. Copeland, Harvard University; R. H. Grant, Sales Manager, 
General Motors, Detroit. 

Sample of Business Firms and Other Activities Studied by the Class: 

Anderson and Clayton at Houston; Municipal Cotton Warehouse, at 
New Orleans; Cotton Exchange, New York; Worth Street Cotton 
Market, New York; Pepperell Cotton Mills, Opelika, Alabama; Wool 
Market in Boston; Export Grain Elevator, Galveston; Chicago Board of 
Trade; W aples-Platter Company, Fort Worth; Neiman-Marcus, Dallas; 
Hunt Grocery, Dallas; Lord & Taylor, New York; Federal Reserve 
Bank, Dallas; Federal Reserve Board, Washington; Federal Land Bank, 
Houston; United States Treasury, Washington; Central-Hanover Bank, 
New York; Livestock Yards, Fort Worth; Prison Packing Plant, Sugat- 
land; Swift and Company, Chicago; Welland Canal, Canada; Ship 
Canal, Houston; Federal Barge Line, St. Louis; Coast Guard Cutter, 
New Orleans; Port of New York, on the Normandy; Wharf and 
Docks, Galveston; Sugar Factory, Sugarland; Fish and Oyster Com- 
pany, Galveston; Freeport Sulphur Company, New Orleans; Chester- 
field, Durham; Hardwick and Magee Rug Company, Philadelphia; 
Campbell Soup Company, Camden; Shredded Wheat Mills, Niagara; 
Paper Mills in Canada; Ford River Rouge Plant, Dearborn; Rand-Mc- 
Nally, Chicago; United States Printing Office, Washington; Curtis Pub- 
lishing Company, Philadelphia; Time, Life, and Fortune, New York; 
Babson’s, Boston; United Business Service, Boston; Houston Municipal 
Market; Faneuil Hall Market, Boston; United States Customs, New 
Orleans; Library of Congress, Washington. 
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Book Reviews 


Teodoro de Croix and the Northern Provinces of New Spain, 1776-1783. From 
the Original Document in the Archives of the Indies, Seville. Translated 
and edited by Alfred Barnaby Thomas (Norman: University of Oklahoma 
Press, 1941, pp. xi, 273.) 


Slowly but surely the history of the Spanish Southwest is being reconstructed 
and the work of Spain and Spanish officials in exploring, colonizing, and main- 
taining the far-flung empire in North America against incredible odds ap- 
ptaised in its true value. Not since the epocal study of H. I. Priestley on José de 
Galvez, visitor-general of New Spain had a full and detailed picture been under- 
taken of the entire northern frontier from Louisiana to California and the prob- 
lems involved in its development and defense. Truly does the author of this 
excellent study declare that “In spite of the failure of the authorities in the past 
to provide adequate defense against Indian invasions . . . the genius of Spanish 
colonization had dotted northern New Spain with cities and towns, introduced 
extensive mining developments, created a cattle range industry, and extended, 
by the heroic efforts of the padres, the civilizing work of the Church.” 

In a masterly introduction, the translator and editor of the informative Gen- 
eral Report of 1781 traces in broad outline the northern advance of the Spanish 
frontier into Neuva Vizcaya, Coahuila, Nuevo Leén, Nuevo Mexico, and Texas, 
pointing out the vastness of the task in the face of the great barriers presented 
by the hordes of Indians and the difficult terrain of the region. His able dis- 
cussion of the administration of the Interior Provinces by their first commander 
general, and the lucid analysis of the problems confronting him throw much 
light on the weakness of colonial administration, the corruption of officials, the 
effect of poor communications on the defense of the frontier, and the importance 
of Indian control in the maintenance of Spanish dominion. 

The character of Teodoro de Croix stands out in broad contrast to the indif- 
ference and inefficiency of bureaucratic officialdom. His sincerity of purpose, his 
absolute honesty, and his resourcefulness in overcoming apparently insurmount- 
able obstacles rank him with his brilliant contemporaries: José de Galvez, Athan- 
ase de Méziéres, and Auza. The translator aptly points out, however, that while 
there were specific tasks, the Caballero de Croix’s problem was continental in 
scope. The truth of the assertion is forcefully impressed upon the reader by 
Croix’s Genera! Report in which he gives the most detailed and complete analy- 
sis of the problems confronting the provinces of Texas, Coahuila, New Mexico, 
New Vizcaya, Sonora, and California up to that time. 

Fully annotated, carefully translated, supplied with an adequate bibliography 
and an analytical introduction, the General Report of the first commander of 
the Interior Provinces constitutes a valuable contribution to the history of the 
Spanish Southwest and the northern provinces of New Spain. The result of 
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of careful research in the archives of Spain and Mexico and in the col- 
lections of California, Texas, and the Library of Congress made possible by 
grants from the University of California, the Guggenheim Foundation, the 
American Council of Learned Societies, and the Social Science Research Council, 
the book is an indispensable source for the student of Spanish colonial adminis- 
tration and of American history in the broader sense of the term. 


The University of Texas C. E. CASTANEDA, K. H. S. 


An Analysis of Ad Valorem Property Tax Bases in Ft. Worth and An Analysis 
of Ad Valorem Property Tax Bases in Dallas. By The Bureau of Municipal 
Research, The University of Texas, with assistance of Work Projects Admin- 
istration. Municipal Studies No. 16 and 17. (Austin: The University of 
Texas Press, 1941, pp. 83 and 99, respectively.) 


These two reports are companion studies based on Work Projects Adminis- 
tration analyses of local data. They are similar in scope and in treatment. How- 
ever, the Fort Worth report is not only fuller and better illustrated but also bet- 
ter written and more carefully edited. It seems the two documents rest on sub- 
stantially the same kind of raw data and in the main reflect the same methodol- 
ogy. Each includes study of property renditions, assessments, reviews, relation 
between sales and assessed values, distribution of property assessments and col- 
lections, and tax exemptions. 

In considering the merits of the reports, the reviewer ought to remember that 
each appears to have been designed to serve the city concerned. Thus, adverse 
criticism on the ground that the reports do not give the aid to other municipali- 
ties—especially other Texas municipalities—that might have been provided is 
more or less unfair. Notwithstanding this fact, the present reviewer cannot but 
regret that the writers omitted modest changes to make the thoroughly fruitful 
efforts expended even more widely helpful. So some of the suggestions that 
follow should be taken as relating to subject matter which the authors may not 
have envisaged. 

The considerable literature on measurement of assessment efficiency has clearly 
defined and analyzed the two primary problems: (a) How nearly is the legal 
standard of valuation attained in practice; and (b) how nearly equal are assess- 
ments as between individual properties, different classes of taxpayers, and various 
kinds of real estate? Standard statistical techniques and methods of testing them 
are at hand. In the present extensive analysis this literature, the available meth- 
odologies, and the several reliability tests appear to have been ignored ; though 
there is worked out ome measure of real estate assessment inequalities. Since it 
appears (Dallas study, p. 40, second whole sentence) that the weighting is on 
approximately a number rather than a value basis, comparison even on this score 
can be made directly with only a part of the other available studies. In the Fort 
Worth report it appears that in part at least (p. 41) the more generally usable 
value weighting was used. Thus, the two analyses in this important respect 
seem to invoke different statistical methodology with possible noncomparable 
results. 
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Although the practical significance may not be great, it seems regretable that 
the authors should have had so much difficulty in defining valve and in under- 
standing that what they regard as different concepts are more helpfully viewed 
as merely methods of estimating market value in those cases in which actual 
market data are inadequately available. (See for illustration pp. 36, 48, Dallas 
study.) There is even talk of intrinsic value—an economic concept that appeals 
to the economist as a clear-cut paradox. 

The authors exhibit commendable sympathy with administrators, especially 
assessors. The critic finds it all too easy to damn all that looks amiss, the offi- 
cers apparently responsible along with the rest, but not the writers of these two 
reports. Indeed, at certain points they approach an opposite extreme. Improper 
assessment of industrial property is explained by saying that to do this job well 
would require ° ‘the services of expert . . . engineers . . ., and their services are 
expensive.” Pethaps it is even more expensive to forego such services. Again, 
the authors throw up their hands in surrender when it comes to discovering in- 
tangible property. It may be granted that the job cannot entirely be accom- 
plished; but the authors might have suggested that there are available admin- 
istrative techniques for doing much of the job, for example by using federal 
income tax returns. 

The two studies represent a definite contribution to Texas taxation; and the 
reviewer, as an ex-Texan, appreciates the good work. It is gratifying, more- 
over, to have it intimated that assessment inequalities in these two communities 
are no greater than they are pictured in these reports. 


University of Kentucky James W. MARTIN 


Mack, Ruth P., The Flow of Business Funds and Consumer Purchasing Power. 
(New York: Columbia University Press, 1941, pp. xvii, 400.) 


This book describes the dynamics of the flow of funds to and from business 
enterprises and the effect of this flow upon the ability of consumers to absorb 
industrial output. The approach is by way of the accounting technique of the 
source and application of funds statement applied to fifty-four corporations re- 
porting financial data to the Securities and Exchange Commission. Retained in- 
come or net profits plus depreciation and reserve accruals, operating reserves, non 
operating income and profits are analyzed by this technique in the first six chap- 
ters. The year to year changes of financial and non-financial items are shown by 
establishing the ratios of the various items to sales. 

To make the results of the statistical study more meaningful, the author 
interviewed executives of 54 corporations to determine the reasons for decisions 
effecting depreciation policy and the purchase of new equipment. As would be 
expected the depreciation policy was found to be influenced partially by the 
rulings of the Bureau of Internal Revenue. Since depreciation accruals were 
sufficient “to finance not only replacement of plant but most of the improve- 
ments in process, charging customer demand and increase in output required by 
the average company in established industries,” it can be assumed that much 
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fully depreciated equipment was used long after it was written off. Such equip- 
ment was replaced only when it became too expensive to operate or when de- 
mand for products had materialized or when, in some cases, the demand had 
been in existence for a period of time. 

The depreciation and purchase policy of the corporations created “a pattern 
of net retained income that was negative in 1932 because of the prevalence of 
business losses and jumped to a positive figure of 2% or 3% of sales in 1933, 
1934, and 1935. Thereafter, the pressure of the undistributed profits tax on 
dividend distribution and increased expenditures on plant and equipment and 
business reverses in the second half of the year caused expenditures to exceed 
gross retention by about 1% of sales. In 1938, although capital expenditures 
had been cut, reduced profits caused net retained income to be negative.” These 
flows of funds then, resulted in “credit creation and the flow of consumer saving 
to industry or credit liquidation and the failure of industry to provide the means 
of recirculating consumer saving.” 

The two final chapters attempt to apply the conclusions derived from the 
statistical study and the interviews to the flow of funds among the four im- 
portant markets: the consumer market, the industrial market, the financial mar- 
ket, and the government. In order to understand these flows the author develops 
an involved formula which indicates “the flow of what is often called consumer 
saving into industry, government and foreign countries or the net movement of 
currently received and expended funds between these various groups.” 

The usefulness of this construction depends upon the reader's ability to place 
actual forces within the framework of the equation. The problems of the busi- 
ness cycle, the long term trend, taxation and economic integration are in turn 
fitted into the frame. This application leads the author to make a plea for com- 
pensatory government spending and the development of other governmental 
controls in order to bring about more economic cooperation. 

On the whole this book is original and thought-stimulating since it goes far- 
ther in the use of the source and application of funds technique than any previ- 
ous study. It is reassuring, but all too rare, to find a dynamic philosophic ap- 
proach to an economic problem in which no attempt is made to arrive at definite 
standards for judgments where less clear-cut but important norms are used as 
frames of reference. 

It is unfortunate that the author did not find the English language adequate 
for the expression of her thoughts but felt it necessary to coin compound terms 
and to make verbs from nouns, a practice considered scholarly by some econ- 
omists. Such terminology makes the book difficult to read and will perhaps hin- 
der some readers. But anyone willing to overlook this awkwardness and to 
master redefined meanings of terms will find the book informing and provoca- 
tive. 


University of Oklahoma JOHN A. GRIswoLD 
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Zahler, Helene Sara, Eastern Workingmen and National Land Policy, 1829- 
1862. (New York: Columbia University Press, 1941, pp. x, 246.) 

This book is one of the Columbia University Studies In the History of Amer- 
ican Agriculture, edited by Professor Harry J. Carman, Professor of History in 
Columbia University, and Rexford G. Tugwell. 

The United States began its career with a vast, fertile, unoccupied public do- 
main which was to afford security for the national debt, assurance of nationai 
solvency, and the means of national improvement. In the face of a constant 
and growing demand for readier access to this source of wealth, it became im- 
possible to retain the public lands as a Treasury asset or to reserve them as se- 
curity for the public debt. The voice of the Eastern workingman was a signifi- 
cant one amid the conflicting aims and slogans of sectional, economic, and 
party forces striving to demonstrate that the land policy best suited to its in- 
terests was the policy most conducive to national welfare. 

The purpose of this book is to consider the role of the workingman of the 
Eastern States in the reorientation of public land policy which took place be- 
tween 1820 and 1862. This book takes up successively: Organized Labor and 
the Public "ands, 1829-1837; The Evolution of National Reform; National 
Reform Propaganda and Its Results; Organized Labor and the Public Lands, 
1837-1862; National Reform in Politics; Land Policies and the Worker in Con- 
gressional Discussion, 1826-1846; Homestead: the Preliminary Period, 1846- 
1851; and Homestead: the Period of Republican Acceptance, 1854-1862. It has 
also a good summary chapter. The book has several valuable appendices, a splen- 
did bibliography, and is well indexed. 

Between 1781 and 1802 seven of the states ceded to the United States the 
trans-Appalachian areas claimed by them under their original charters. The 
Federal domain was enlarged before the Civil War by the acquisition of the 
Louisiana purchase, the Floridas, the great Southwest, and the Oregon territory. 
The formulation of a national land policy gave rise to two schools of thought 
each motivated to a large extent by economic considerations. One, the liberal 
school, insisted that the public domain should be disposed of quickly and on 
easy terms. This group was composed of pioneer farmers, land speculators, 
spokesmen for the laboring classes of Eastern urban communities, and the ad- 
vocates of the theory that actual ownership of the land by the masses promotes 
real democracy. Opposed to the liberals were the conservatives, who maintained 
that the public land should be a great national resource from which the gov- 
ernment would derive funds to be spent for the well-being, happiness, and ed- 
ucation of all the people. To this school belonged owners of land in the 
Eastern States who feared the competition of the cheaper and more fertile lands 
of the West, and Eastern manufacturers who professed to see in these lands a 
strong attraction that would draw away this labor. Free homes on the public 
domain did become a national land policy but the public lands were not set 
aside as a sacred reserve for the exclusive use of the actual settler as labor so 
keenly desired. America’s treasure of unsettled land was exploited without legal 
restraint on monopoly comparatively soon after the passage of the Act of 1862. 
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In writing the excellent book Eastern W orkingmen and National Land Policy 
1829-1862 Dr. Zahler has added tremendously to our knowledge of the attitude 
of the Eastern workingmen toward our national land policy during the half cen- 
tury preceding the Civil War. While the book will be of particular interest to 
social scientists and students of American agriculture it is highly recommended 
to the general public as well. 


Southwestern Louisiana Institute Kar E. ASHBURN 


Bolton, Frederick E., and Corbally, John E., Educational Sociology. (New York: 
American Book Company, 1941, pp. 632.) 


It stands to reason that any book written at this time of universal war and 
chaos and presuming to deal with so vital an interest as education should at 
least say something as to the responsibility of education for what has come to 
pass and should give some hint as to how education might be made a more 
effective instrument of social order. 

I am, therefore, very greatly disappointed to find in the above named book 
no recognition of a connection between education and the present world chaos. 
If education has been an important factor in determining the destiny of man it 
must in some way be responsible for the present state of universal war and 
chaos. Unless the leaders of education discover wherein their policies have been 
at fault and how that fault is to be rectified, there is nothing that they can say 
about education that will be of much account. 

The authors of this book seem to be satisfied to quote the objectives promul- 
gated by John Dewey and by the Roosevelt Advisory Committee on Education 
(1938). But they fail to note the importance which Dewey attaches to the cul- 
tivation of social ideals. ‘“‘Only a blind man,” he says, “would deny that the 
characteristic traits of present life are a mad scramble for material commodities, 
a devotion to the attainment of external power and an insensate love of foolish 
luxuries and idle display.” It is the egoistic spirit of individuals and nations 
that has brought us to our present state of chaos. Unless education can build up 
a higher idealism, no perfection of educational organization can be of any 
value. 

Any book on education written in the year 1941 should at least show some 
acquaintance with Sorokin’s Social and Cultural Dynamics which is the most 
scholarly and extensive study of western culture that has yet been made, wherein 
is clearly shown the connection between the idealism of the people and the rise 
and fall of their culture. To say that the aim of education is to make people 
socially adapted to each other (Sec. 5, p. 323) is of no consequence unless there 
is a clear statement of the kind of standards and disciplines that would accom- 
plish the result. If education is to go on in the future as in the past, over- 
emphasizing the egoistic and money-getting aspect of education and under em- 
phasizing the moral and social aspects, the people will always remain sensate 
in their idealism. 

This book has sections dealing with “Democracy and Education,” ‘National 
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Agencies of Democratic Education,” “Religion as a Factor in Democratic Edu- 
cation,” ‘The Larger Social and Vocational Aspects of Education,” and the 
“Social Value of School Studies.” 

Its shortcomings, as above pointed out, are those of the general run of sociol- 
ogical texts. Compared to other books on educational sociology, it is a decided 
advance and I hope that its authors will soon give us a revised edition, making 
clear wherein the education of the future must be different from that of the 


past. 
Norman, Oklahoma 


Gathings, James A., International Law and American Treatment of Alien 
Enemy Property. Introduction by Edwin Borchard. (Washington: Ameri- 
can Council of Public Affairs, 1940, pp. xviii, 143.) 

This book can be summarized best by giving the chapter headings. They are: 
Background on International Law and Practice; Practice of the United States 
During the Revolutionary War ; Establishment of a Definite Policy by the United 
States; Treatment of Alien Enemy Property in Europe During the World War; 
American Policy During the World War, (a) Political, (b) Administrative; 
American Disposition of Alien Enemy Property; Comparison of Treatment of 
Enemy Property by States; Treatment of Enemy Property by the United States in 
the Future. 

The author finds that the practice in ancient times was to confiscate enemy 
property in war wherever found, a practice which prevailed until the thirteenth 
century. Then the practice began to change for the benefit of merchants carry- 
ing on international trade and they were allowed time to leave and carry their 
property with them, provided the enemy did the same. This reciprocal treat- 
ment of merchants was gradually extended to “persons.” Property might be 
seized and used during the war but was not confiscated and was returned to the 
owners after the end of hostilities. This custom became so common as to be 
accorded a place in international law. 

In the American Revolution, which may be said at least to have begun as a 
rebellion, both sides violated international law in this respect. The same was true 
of the Federal and Confederate governments in the Civil War. In both cases, 
however, it must be remembered that the situation was complicated by the desire 
to punish treason and to retaliate. With these exceptions, the United States con- 
sistently developed a policy down to 1917 of not confiscating the property of 
resident alien enemies, although in the earlier period the judicial department 
differed with the political in saying that confiscation was not contrary to inter- 
national law. 

In World War I the European powers parties thereto sequestrated the prop- 
erty of alien enemies to be held until the end of the war, although the English 
courts took the position earlier assumed by the American courts. The peace 
treaty gave to the Allies the right to liquidate the property and hold the pro- 
ceeds as a guarantee of the payment of the claims of their nationals against 
Germany. If any was left, it should be credited to Germany on reparations. 
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In legislation Congress followed the example of the Allies. It provided for 
taking over the property of alien enemies to prevent its use to the detriment of 
the United States, but the author thinks that the custodian sometimes confiscated 
property in violation of the spirit, if not the letter, of the law and of interna- 
tional law. 

This book gives a detailed statement of the legal side of the treatment of 
alien enemy property. On this side, there is little more to be desired. In the 
treatment there is some needless repetition. The author speaks of allies of the 
United States. This country had no allies in this war, only “associates.” No- 
where does the author give the total valuation of the property seized or how 
much of it was returned to the owners. In the “Introduction” Professor Bor- 
chard gives some facts and figures and say that “the United States still holds or 
owes to the owners of German private property sequestrated in 1917, some $35,- 
000,000 and the owners of requisitioned private property such as ships, patents 
and radio stations, some $43,000,000 plus accrued interest on the sums.” 


The University of Texas Davip Y. THOMAS 


Raushenbush, Carl, and Stein, Emanuel, Labor Cases and Materials: Readings 
on the Relations between Government and Labor. (New York: F. S. 
Crofts & Co., 1941, pp. xvi, 674.) 


The purpose of this book, as stated in the preface (p. xiii), is to provide the 
“, . . Students of society: students of economics, of government, of law . . .” 
with pertinent factual information regarding the influence of government on 
labor conditions in the United States. To accomplish this goal the authors have 
divided their book into two parts. The first part, which was written by Raushen- 
bush, is devoted to “Governmental Influences on Collective Bargaining.” This 
part embraces two main topics: first, the legal duties which unions owe to com- 
panies; and, second, the legal duties of companies to unions and unionists. Part 
two, which was written by Stein, deals with changes in the conditions of labor 
brought about by the government dictating certain minimum terms for the labor 
contract. In this part there are seven chapters, the first four of which are de- 
voted to: limitations on the labor supply (e.g. child-labor legislation, etc.) ; the 
fegulation of wages; the regulation of working time; and, the regulation of 
working conditions. The last three chapters cover the social security legislation. 

In the reviewer's opinion, this book is very well organized. The authors have 
endeavored to intrude the case-method into the teaching of labor problems, but 
they have not merely presented the reader with a collection of labor cases. In- 
teresting and well-written introductory material, which is interspersed through- 
out the text, serves as a preface for each group of the topically arranged cases, 
and a representative bibliography is included in the final pages. Moreover, it is 
this reviewer's opinion that they have included ail of the more important labor 
cases in their book. 

The authors have intended (p. xvi) to write a book that “. . . may be used 
not only in a course in labor legislation or one in trade unionism, but also in the 
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usual course on labor problems. . . .” They have recognized the shortcomings 
of their book as a text for the “usual course on labor problems,” but it is this 
reviewer's contention that, although certain basic and fundamental forces in the 
field of labor relations must be mastered before labor laws and regulations can 
be interpreted intelligently, this is the best book available for such a course. 

It is this reviewer's opinion that the authors have written a superb book for a 
course in labor legislation or one in trade unionism. Briefly, it is his opinion 
that they have made an excellent contribution to the now very inadequate au- 
thoritative works available for advanced and specialized courses in this field. 
When evaluated in these terms, the reviewer considers this book as constituting 
the first substantial contribution in the textbook field since the publication of 
the four volume “History of Labor’’ by Commons, Brandeis, Perlman, Taft, and 
Lescohier. 

This reviewer is also of the opinion that the now very necessary ‘‘labor prob- 
lems” publication is a well integrated introductory text centered about the forces 
and organizations functioning in this field. Until such a book is written, this 
reviewer recommends “Labor Cases and Materials” as the text for courses in 
“labor problems.” 

Southwestern Louisiana Institute WILLIAM J. PHILLIPS 


Hatcher, William B., Edward Livingston: Jeffersonian Republican and Jackso- 
nian Democrat. (University, La.: Louisiana State University Press, 1940, 


pp- xiv, 518.) 


Edward Livingston was born at Clermont in the colony of ‘New York on May 
28, 1764, and was graduated from Nassau Hall, now Princeton University, in 
1781. He immediately entered upon the study of law at Albany under John 
Lansing, and after four years he gained admission to the bar. He married in 
1788. He had a wide acquaintance, and learned the intricacies of the game of 
politics from his brother, Robert R. Livingston. He lived through the forma- 
tive years of the young republic. He saw Federalism rise and fall, and he saw 
Jeffersonian Republicanism rise, grow, and finally transform into Jacksonian 
Democracy. He was a jurist, codifier, statesman, and diplomat. He died at 
Montgomery Place in his native state on May 23, 1836, just a few years after 
the Whig party came into being. 

Livingston's political career covered the period from 1791 to 1835. He per- 
formed his work as a jurist and codifier in the State of Louisiana, where he 
moved from New York in 1804, the year after his brother Robert R. negotiated 
the Louisiana Purchase treaty with the aid of James Monroe. In the Louisiana 
penal code “he anticipated many of the features embodied in present-day so- 
cial legislation” (p. viii). He played the role of statesman both in New York 
and Louisiana. From 1795 to 1801 he was a member of Congress from New 
York City and fought the passage of the Alien and Sedition Acts. He was 
elected to the Louisiana legislature in 1820, and on March 4, 1823, he began 
to serve the first of three consecutive terms as a member of Congress from Louis- 
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iana. In 1829 he was elected as the junior senator from Louisiana only to find 
this tenure cut short in 1831 by his appointment as Secretary of State in Andrew 
Jackson’s revamped cabinet. In his second period of service in Congress he 
heard the pronouncement of the Monroe Doctrine and witnessed the struggle 
over the tariff from 1824 to the eve of nullification. His position as Secretary of 
State gave him the opportunity to denounce nullification by writing the procla- 
mation which Jackson issued on the subject. His work as a diplomat came at 
the close of his political career when Andrew Jackson, sensing the opportunity 
of settling the solution of the spoliation claims question with France, appointed 
Livingston as minister to the court of Louis Philippe. He held this post from 
May 29, 1833, until his request to President Jackson on June 29, 1835, that he 
accept his resignation. Although Livingston hoped early in 1836 to be called 
back to his former post in the diplomatic service, President Jackson would not 
make the appointment. 

These facts and, of course, many more are revealed in this interesting bio- 
gtaphical study. There are seventeen chapters, six illustrations, and a 30-page 
critical essay on authorities. The index of twenty pages is in good proportion to 
the four hundred sixty-seven pages of text, and the illustrations are to the point. 
The style is clear and attractive, and the book as a whole is a credit to the author 
and the publisher. 


The University of Texas R. L. BIESELE 


Ergang, Robert, The Potsdam Fuehrer; Frederick William 1, Father of Prussian 
Militarism. (New York: Columbia University Press, 1941, pp. 290.) 


This is a biography of the man who probably has the best claim to being the 
founder of Prussian, and hence of German, militarism. King Frederick William 
I of Prussia first significantly developed that army which ever since has been 
one of the leading contenders for power in Europe. Already in his own time 
the diplomatic importance of Prussia rose considerably above the status to 
which her territories and wealth would have entitled her because of the excep- 
tional degree to which the resources of the state were devoted to military 
power, but it was mainly as a tool to be skillfully used by Frederick the Great, 
the son and successor of its creator, that the army built up by Frederick William 
I achieved historical importance. The story of the reign of the king whose 
single-mindedness and organizing ability, in spite of a deficient education and a 
warped personality, achieved the creation of a modern Sparta out of the dis- 
crete Hohenzollern principalities is ably told in the present book. 

Besides the data essential to the understanding of Frederick William as a 
man and a ruler—his childhood, his education, and the atmosphere of his 
father’s and his own courts—Ergang devotes attention to the king’s military 
policy, showing the details of the execution of his major ambition, and also to 
his general policy in consolidating and unifying the Prussian kingdom. A 
dominating army cannot maintain itself except upon the basis of a large and 
prosperous organized community. Frederick William devoted much of his en- 
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ergies toward avoiding the situation in which his predecessors had been obliged 
to accept subsidies from foreign powers and hence to turn their armies into 
mercenaries. This aim required a unification of governmental practice through- 
out the accidentally accumulated Hohenzollern territories in order that a do- 
mestic commerce and an independent industry might bear the taxation essen- 
tial for state independence. Ergang shows how the development of the Prussian 
bureaucracy, particularly in the fields of educational, financial and judicial ad- 
ministration, was carried out by the Prussian militarist without much sympathy 
for bureaucrats, scholars, lawyers, or even merchants but with an eye at least to 
the minimum conditions for commercial prosperity. 

Concluding sections of the book deal with the education of Frederick the 
Great and his eventual yielding to the ideals of his father in spite of the 
counter-influence of a more liberal education. Frederick William I had only 
created a possibility of Prussian power. He had not put his military machine 
to serious use, and the limitations of his drill-sergeant mentality prevented him 
from using his potential power effectively in diplomatic negotiations. The ma- 
chinery, however, was ready for the purposes of the more agile mind of his 
son. 

The University of Texas G. LOWELL FIELD 


Norman Thomas, We Have a Future. (Princeton: Princeton University Press, 
1941, pp. xii, 236.) 


In this short volume, the perennial presidential candidate of the Socialist 
Party presents the case for American isolationism. It is not quite the same case 
as that of a Wheeler or a Philip LaFollette, for it is more concerned with the 
post-war economic organization. There is little insistence upon the imperialistic 
nature of the present conflict, which was the view of the Socialist leaders in 
World War I. 

Mr. Thomas is unmoved by the main assumption of British propagandists— 
that Britain is fighting to save civilization! The record of Britain in its colonial 
empire is, to him, scarcely an epitome of an ethical world order; and Stalin's 
dictatorship is not preferable to Hitler's. Why, then, should America gird its 
loins to throw back the Teuton menace, if by so doing it merely establishes 
Stalinism or English Toryism in a position of political dominance. 

In regard to a post-war settlement, the author believes that no political 
scheme will be able to unite the national states of the world. Viewing the 
Streit Plan as utopian and a League of Nations as an instrument of downright 
impotency, he somehow clings to the vague hope for economic reconciliation. 
He is very weak here. For how can these mutually suspicious and hating peoples 
reach economic agreements, and especially under the Socialist formula, if they 
cannot accept a few great principles of world peace structure? There are still 
two ways to acquire goods—to produce or to steal them! 

The volume is not of usual Thomas standard, a standard that was made in 
several excellent treatises on the American economic system. Also he is much 
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more convincing in his destructive criticism than in his attempt to speculate upon 
the future. In addition, the author stops to wrangle over little points that might 
well be ignored in a work pitched high enough to save mankind. 


University of Oklahoma CorTEz A. M. EWING 


Harriss, G. Lowell, Gift Taxation in the United States. (Washington: Ameri- 
can Council on Public Affairs, 1940, pp. vi, 175.) 


This is a useful pioneer study of a relatively new field of taxation. Since gift 
taxation is ancillary to estate, and to an extent, income taxation, this book is of 
less interest to economists than to legislators and public administrators interested 
in plugging loopholes in estate and income tax structure as well as gift tax 
structure where such exists. 

Particularly the law and the experience under the law of the federal govern- 
ment and, to a lesser extent, state governments are considered by Dr. Harriss. 
The earlier approach directed toward gifts in contemplation of death, and gifts 
to take effect at death is discussed together with straight gift taxation. Statutes, 
construction of statutes by courts, implementation of statutes by administrators, 
resulting alternatives left to taxpayers in their struggle to minimize tax burden, 
peculiar state and federal-state problems, and statistical results are given consid- 
eration. 

Though numerous recommendations are made in the body of the discussion, 
the author concludes with the following general proposals to obtain the primary 
objective of taxing “all transfers by gifts and bequest—above a certain exemp- 
tion—at rates which as actually applied are progressive.” Combine the gift and 
estate taxes into a single transfer tax, so an individual’s total tax liability should 
not be affected by his personal choice. The cumulative principle of the present 
federal tax should be extended to bequests, with the estate as the final gift of a 
series. Ideally, the states should be given part of the total transfer tax. Espe- 
cially if no consolidation is effected, gift tax rates should be raised in the inter- 
est of gaining uniformity in the whole estate-gift field. Discrimination against 
some taxpayers who do not make use of trusts should be eliminated by the use 
of “aggregation,” taxing as part of decedent’s estate property from which he 
received or had a right to receive income. Property passing under powers of 
appointment should be subject to taxation. 


University of Oklahoma 


JosEPH C. Pray 


Caroline F. Ware (Ed.). The Cultural Approach to History. (New York: Co- 
lumbia University Press, 1940, pp. 359.) 


Every historian should find something to interest him in this volume; for 
there are three dozen articles in a wide number of historical fields. There is an 
excellent series of short analyses of the Flowering of New England, there are 
interesting suggestions as to the study of nationality groups in the United States, 
there are important comments on the use of population data (notably the one 
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by Professor Malin), there are excellent studies on the peasant family in China, 
Russia and the Balkans, besides any number of other contributions. 

Nor does the value of the volume end with subject matter and interpretation 
in restricted fields. An examination of the whole volume should be most help- 
ful to the young student who is casting about for a field in which to do research. 
For here are possibilities galore, suggestions as to dozens of virtually unex- 
plored areas for research, synthesis and interpretation. Whatever we may think 
of cultural history, we must all conclude that there is much work to do in the 
field, that it offers innumerable opportunities of every kind. 

Volumes of collaboration almost always meet with the reviewer's stock state- 
ment that the contributions are uneven, that the contributors are working at 
cross purposes and fail to produce an integrated whole. For all its value, this 
work must meet that charge in its full force. The book is based on a group of 
papers read at a convention (American Historical Association, 1939), papers 
written independently by authors who did not have much of an opportunity to 
consult and work out a satisfactory pattern. Hence the wide scattering of ma- 
terial: a paper on Folk Music as a Source of Social History, one on the Charac- 
ter of Medieval Intellectual History, one on Documentary Photographs, one on 
Population Movements in the New South, one on Society as Viewed by the 
Anthropologist. The editor’s effort to draw these pieces together is commend- 
able but not altogether successful. 


University of Arkansas FreD HARVEY HARRINGTON 


Gleason, Eliza Atkins, The Southern Negro and the Public Library. (Chicago: 
The University of Chicago Press, 1941, pp. xvi-218.) 


This study is an investigation and evaluation of the public library service for 
Negroes in the thirteen states constituting the South. Specifically, it deals with 
the legal basis of free public library service to the Negro, the internal organiza- 
tion and administration of this service, the Negro population served, and the 
cost of such service. 

Of a total of 774 public library units in the South, only 99 provide service for 
the Negroes. About one-fifth of the Negro population of the South is provided 
with this service. The analysis is based on personal inspection of every public 
library in the South which serves Negroes, and contains some valuable statis- 
tical data bearing on this problem. e 

Louisiana State University VERNON J. PARENTON 


J a 4, 


Notes from the Southwest 


The Twenty-third Annual Meeting of the Southwestern Social Science 
Association will be held in Dallas, April 3 and 4, with headquarters in 
the Baker Hotel. The various section meetings are open to the public. 
All interested persons are invited to attend. 


It is almost a truism to note that war is hard on academic pursuits. 
In Europe the universities are closed; the journals of their learned so- 
cieties have long since ceased publication. If success does not soon at- 
tend the efforts of our armed forces, we in the United States may be 
faced with similar necessities. When the necessity comes, if it does, we 
shall cheerfully make the best of it, but in the meantime it is our obli- 
gation to continue study and teaching as diligently as possible. Civiliza- 
tion as a whole will retrogress unless we constantly work to maintain 
it. A book laid down may be picked up again to be sure, but not with- 
out some loss. And the nature of learning is such that we must run like 
everything even to stay where we are. The moral: Keep up your mem- 
bership in the Association. 
LOUISIANA 


Louisiana Polytechnic Institute—Miss Anna Green Smith and Dr. G. 
W. McGinty represented Louisiana Tech at the Southern Historical As- 
sociation meeting at Atlanta, November 6-8. 

Mr. L. W. Dixon, associate professor of secretarial science, attended 
the meeting of National Business Teachers Association in Chicago, 
December 29-31. 

Dr. G. W. McGinty read a paper before a section of the American 
Association for the Advancement of Science meeting in Dallas, Decem- 
ber 29-31. The subject of the paper was “The Negro Exodus, 1879- 
1881, in Louisiana.” Professor McGinty’s book, Louisiana Redeemed: 
The Overthrow of Carpetbag Rule, 1876-1880, has been released by the 
Pelican Press of New Orleans. 


Louisiana State University—T. Lynn Smith, head of the department 
of sociology, has left for a year’s stay in Brazil, where he will study 
problems of rural sociology. 

Daniel Borth, comptroller of the University and former secretary- 
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treasurer of the Association, is engaged in installing accounting systems 
for the United States army. 


TEXAS 


Baylor University—Lloyd W. Roland, formerly professor of psychol- 
ogy at the University of Tulsa, has been appointed professor of psychol- 
ogy and chairman of the department. 


Book Notes 


Since Carl Stephenson's, A Brief Survey of Mediaeval Europe (New York: 
Harper and Brothers, 1941, pp. xviii 426), is mainly, as its preface states, a con- 
densation of his much larger Mediaeval History (Harpers Historical Series, 
1935), it has many characteristics of the older work which, it should be added, 
is a book of much popularity and merit. The newer book, here reviewed, is de- 
signed for college classes which need a brief survey text for a millennium of 
complex, dynamic development. The production of this book necessarily in- 
volved a series of hard decisions as to what to slight or to omit altogether. It 
would be ungracious, consequently, to do more than point out some seemingly 
undesirable omissions or excessive condensations. Thus the great accomplish- 
ments of Thomas Aquinas, Vincent of Beauvais, and Albertus Magnus are 
crowded into two paragraphs. The law merchant is apparently ignored; guilds 
are slighted ; nor is the distinction between town and feudal life sufficiently de- 
veloped. The important Abbé Suger is not even well identified. At times the 
author seems to act incautiously when he writes about “obviously . . . superior 
breeds of men” or about shifts in the population of the eleventh century. 
Chapter arrangement and paragraph treatment alike remind us of the older 
book. Unfortunately the pressure to condense has occasionally led to strained 
organization. For example a discussion of ecclesiastical reform is the final section 
of the chapter entitled “The Growth of Mediaeval Culture’; the concluding 
chapter, “Society and Culture in the Later Middle Ages,” includes many diverse 
elements. These criticisms should not detract from the high quality of Stephen- 
son’s book. Commendable are his accounts of the genesis of the crusades, the 
distinction between the eastern and western empires, the establishment (or re- 
vival, if you prefer) of the Holy Roman Empire by the Saxon line, his account 
of architecture and literature, and finally the origin and character of the Renais- 
sance and his estimate of Humanism. 

G.D. 


Professor Corwin’s seventh revised edition of The Constitution and W hat It 
Means Today (Princeton: Princeton University Press, 1941, pp. xiv, 277) brings 
up to date what has proven to be the most complete and compact summary of con- 
temporary meaning of our fundamental law yet made available to the student and 
public. In his usual clear and succinct style the author summarizes the influence 
and effect of the Court’s decision since the last revision of his work in 1938 and 
includes such recent cases as Apex v. Hutcheson, Hines v. Davidowitz, Olsen v. 
Nebraska, and U. S. v. Classic. Professor Corwin sees in the recent and current 
decisions the continuance of the revolution in the Court’s position which began 
while Justice Vandevanter was still on the bench and which is demonstrated in 
the rejection of ‘the principle of dual federalism as a test of national power and 
. . « Of the laissez-faire capitalist concept of liberty as what employers want to 
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do.” The court has also restrained itself in the use of the power of judicial re- 
view in relation to acts of Congress and has taken as its special area of protec- 
tion the interests of organized labor; tendencies which the author believe will be 
continued for some time to come. An index, table of cases, and text of the Con- 
stitution, as well as a reprint of the pending child labor amendment add to the 
convenience and usefulness of the work. H.M.M. 


Statistical Atlas of Southern Counties; Listing and Analysis of Socio-Economic 
Indices of 1104 Southern Counties, by Charles S. Johnson and Associates 
(Chapel Hill: The University of North Carolina Press, 1941, pp. x, 355) is a 
very useful manual for busy people. It contains statistical data for each of 1104 
counties of 13 southern states under seven heads: I. County Type (based on 
dominant characteristics) ; II. Population (number, density, % change 1920- 
1930, % urban-rural, racial and age distributions etc.) ; III. Education (14 
subheads) ; IV. Literacy (5 subheads) ; V. Economic Characteristics (20 sub- 
heads) ; VI. Other Characteristics (Wealth and Lynchings) ; VII. Bibliography 
and symbols for typing count. The states covered are the eleven states of Odum’s 
Southeast and Maryland and Texas (except for the sparsely settled western 
counties). The Introduction described the setup ; Chapter II consists of summary 
tables and text for selected county types with some correlations; then follow 
thirteen chapters each devoted to the data for one state by county; Appendix A 
covers sources and methods in 32 pages, while Appendix B presents county ref- 
erences alphabetically arranged by author in 26 pages, and state references in 27 
pages. There is no index. Good book. W.C. 


English Political Pluralism by Henry Meyer Magid (Columbia University 
Press, 1941, pp. 100) is a critical discussion of the theory of pluralism as de- 
veloped in the writings of three of its leading English exponents, J. N. Figgis, 
C. D. H. Cole and Harold Laski. The author sees in pluralism a means by which 
the contemporary trend toward monism may be checked and a democratic society 
based on group interest and representation may be organized. Mr. Magid does 
not feel that the theories of any of the pluralists he has chosen for analysis fully 
meet the problem of the modern democratic state, rather he sees the pluralist 
ideal best realized by the development of a “unified”’ legal system plus a “federal” 
party structure of government based ultimately upon the various interest groups 
within the community. Such a solution he calls “cultural pluralism” and in its 
continuance and development he sees the ultimate safeguard for individual lib- 
erty against the attacks of totalitarianism. Although the author's style is on oc- 
casions difficult, this little essay is both timely and thought-provoking and de- 
serves consideration by those who look ahead toward the “‘shape of things to 
come.” H.M.M. 


Floyd M. Riddick’s Congressional Procedure (Boston: Chapman and Grimes, 
1941, pp. xvii, 387) is a much needed and very useful book for students of 
American government in general as well as those primarily interested in legis- 
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lation and legislative procedure. The much more intricate organization and pro- 
cedure of the House of Representatives receives the bulk of the writer's atten- 
tion; the final chapter is devoted to a resume of Senate procedure with a view 
to contrasting it with House procedure. Individual chapters treat of the political 
organization of the House, the Speaker, the Floor Leader, the Rules Committee, 
the committees of the House, the committees of the whole, and the non- 
legislative functions of Congress. Five additional chapters are concerned with the 
various important phases of House procedure. The book is comprehensive, 
clear and succinct, and reflects the writer's careful study, observation, and ap- 
preciation of the part played by party organization in the functioning of the 
House. It is heavily documented and has a very useful appendix and a selected 
bibliography. 0.D.W. 


Aspects of Democracy (Baton Rouge: Louisiana State University Press, 1941, 
pp. 114), edited by Robert Bechtold Heilman, is a collection of twelve brief 
essays written by as many members of the faculty of Louisiana State University 
and originally delivered to student convocations at that institution as the Defense 
Lecture Series. The writers are convinced that democracy is neither a meaning- 
less symbol nor a vague catchword to describe the status quo. They endeavor to 
emphasize anew the importance of such essentials as freedom of speech, press, 
and worship and to explain the relationship of democracy to such matters as 
the economic otder and the family. They have not explained for all time the 
full meaning of democracy. In certain instances the views of the twelve authors 
conflict. Several of the essays have only a remote relationship to the main topic. 
Despite these weaknesses, several of the essays are stimulating and filled with 
quotable phrases. Judged by the standards of convocation addresses, the ones 
under consideration have an unusually substantial intellectual content. 


DSS. 


The present is a fruitful period for books dealing with the general subject 
of democracy, majority rule, the American tradition, and political leadership. 
One of the latest is Stuart Gerry Brown’s We Hold These Truths (New York: 
Harper and Brothers, 1941, pp. x, 351). It is a collection of fifty-four docu- 
ments of American history, ranging from the Mayflower Compact to President 
F. D. Roosevelt's first inaugural address. None of us would agree altogether 
with the choice which the editor has made. That is inevitable. The modern 
period could have been bolstered considerably by including Justice Hugo Black’s 
epochal dissent and excerpts from one or many of Prof. T. V. Smith’s speeches 
on American democracy. In a short introduction, the editor has defined the 
democratic process in terms of the right to differ. It is indeed refreshing to find 
a discussion of democracy that does not confuse government by the many and 
ideological interpretations of political economy. C.A.M.E. 


Contemporary Europe, A Study of National, International, Economic, and 
Cultural Trends, (New York: D. Van Nostrand Company, Inc., 1941, pp. xi, 
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670) is a symposium to which thirty well-qualified writers have contributed 
under the general editorship of Joseph S. Roucek. Twenty chapters are devoted 
to particular states or groups of small states. The introductory chapters deal with 
general international and economic questions. The concluding chapters take up: 
the new ideologies; the events leading to the present war; military strategy and 
geography ; science and technology; philosophy, religion, and literature ; the arts 
and music; the social sciences and education; Europe in world affairs; and the 
outbreak of war. Altogether, this is a large order for only 670 pages, but, on 
the whole, the result has been successful. There can be no doubt of the useful- 
ness of such a compilation of information as reading material for current 
courses on contemporary European affairs. O.D.W. 


Professor Charles H. Mcliwain’s six lectures, delivered in 1938-1939 at Cor- 
nell University, have been published by the Cornel] University Press under the 
title—Constitutionalism, Ancient and Modern (Ithaca: 1940, pp. ix, 162). The 
titles of the lectures are as follows: “Some Modern Definitions of Constitution- 
alism” ; “The Ancient Conception of a Constitution” ; ‘The Constitutionalism of 
Rome and its Influence” ; ‘‘Constitutionalism in the Middle Ages” ; “The Transi- 
tion from Medieval to Modern”; and “Modern Constitutionalism and its Prob- 
lems.” Mention should be aiso made of Professor MclIlwain’s other recent pub- 
lication: Constitutionalism and the Changing World (New York: The Mac- 
millan Company, 1939, pp. viii, 312) in which are reprinted fifteen papers pub- 
lished over the past twenty-odd years in various journals. O.D.W. 


Filibustering in the Senate (Princeton: Princeton University Press, 1940, pp. 
ix, 252) by Franklin L. Burdette is essentially a survey of the history of the fili- 
buster in the United States Senate with emphasis upon the last thirty years. In 
fact, more than two-thirds of the space is devoted to the period after 1908, with 
such chapter titles as: “The Modern Filibuster’ and “‘Cloture at Last.” In a 
final chapter, ‘The Dilemma,” the author discusses the pros and cons of filibus- 
tering. The work is scholarly and fills a real gap in the literature of American 


legislature procedure. 0.D.W. 


The appearance of a comprehensive and scholarly study of the political phi- 
losophy of John Milton at the present moment in the history of liberty is indeed 
appropriate. Don M. Wolfe in his Milton in the Puritan Revolution (New 
York: Thomas Nelson and Sons, 1941, pp. xiv, 496) has presented such a 
work. After a lengthy Introduction, there are fourteen chapters covering Mil- 
ton’s political writings and contributions to the Puritan cause followed by ex- 
tensive appendices, annotations, and a bibliography. O.D.W. 
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